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PREFACB, 


The following pages have been written with the 
object of meeting the needs o£ students who re- 
quire guidance in the study of economic problems 
pertaining to India and of general readers who wish 
to get acquainted with the chief features of the 
economic organization and development of this 
country. The book does not presume to deal ex- 
haustively with the subjects discussed — volumes will 
be required to do so. It only seeks to show briefly 
how the principles of Economics should be applied to 
Indian conditions, and to place before the reader the 
different aspects of Indian economic life* As such, 
the volume is expected to render material help to 
College students taking up general Economics, and 
Indian Economics in particular, as special subjects; 
and to all others who take any interest in the 
advancement of this country and especially in the 
promotion of its economic and social well-being. 

The general order of treatment usually found in 
text-books on Economics, has been followed with a 
' view' to conduce to the convenience of the student, 
but in doing so, care has been taken to bring into 
prominence chief among the peculiar economic pro- 
blems which, require careful study and demand a 
solution, in this countr)'. The elementary principles 
have been briefly indicated in each place, and their 
gpplicgtion to Indian conditions has been pointed 



n 

out. The economic changes which have taken 
place and which are in progress, have been traced, 
and the situation in India is compared with the de- 
velopment and position in Western countries. Ver}- 
few people in India know the nature and working 
of even the simple laws which govern the prot 
duction, exchange and distribution of wealth or 
are acquainted with the modern machinery of trade, 
currency, credit and finance. This ignorance lands 
people into curious mistakes when they try to tackle 
economic problems , and well-directed attempts 
at the promotion of progress, are rendered difficult 
Equally dangerous is tho easy optim.sm o£ those 
who are led away by appearances and draw com. 
tortrng oondusrons both from the contrasts and 
the analogies presented by Indian conditions when 
^pared with those prevalent elsewhere. This 
book.. t IS hoped, will supply a corrective to both 
these tendencies andwiU aSorda Imo insight into 
the economic situation of India. ^ 

The author has freely stated his own views on 

each question— this was inevitable and even n 

sary-and has also given r...on 

‘hem. He has taken !ver^ “ L 

the pros and eons in each case 'beforrth ‘"r 

“ as to stimulate thought and m ^ 

of enquiry, and to help him to form 
hinwelt The reader 

tke literatnre he must go thronghThe tT"' 

~hi, studies frrther,^andthes«^^^^^^^^ 



£nd the references helpful in acquiring a mof^ 
intimate acquaintance with the subjects of study. 
Only very recently has the importance of economic 
studies come to be appreciated, and the provision 
made for them is yet most inadequate. The text- 
books are very few and the information pertaining 
to different subjects is scattered through a large 
number of blue books, reports, monographs &c. 
The purpose of writing this book will be fully 
served if it satisfies the want which, the author 
knows, is keenly felt by students and general 
readers. 


Ferqusson College, 
Pooka. 

1st June, 1917. 


V. G. kale. 
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INDIAN ECONOMICS. 

Chapter I. 

Introductory, 

I^EF£REbiCES. 

Kanade: Esta^s in Trimn Economtcs , Ltst; The i^aliohal Sssitm 
of Eohttcsl Ecanefi'y } Ihcodore Monson * Ecoromtc Tta>ts,Uon tn 
/r£te,‘ end OrgauinaUon of au /udtan Pronnet Morelaad : Az /Kfro- 
diichar to the Sivdy of Economtcs, LeesSmuh. Sittites in frdtan 
Econonnes / S. V. Kelkar : An Essay on Ptisan Economics, D E, Washa: 
Sove Papers or Comnercemi PiusiT), H. Stanley Je^ons Lecture 
on Ecos otrscs in India, N. M. Muaumdar Lecture on TAe Siviy of 
Indian Economics , V. G. Kale Pdiar Irivstrxal and Economic 
Pfoblitt'St 

\ I, Economics in India: — It is hardly possi- 
‘ble to over-estimate the value o£ a close and careful 
study of * ludiati Economics and the importance of 
the investigation of economic conditions and of the 
application of remedies suggested by it for the 
promotion of the well-being of the mass of the 
people, has been widely acknowledged. The ex- 
pression * Indian Economics ' has, however, been 
often misunderstood, and the idea of its con- 
stituting a special branch of study has been even 
ridiculed. Though a few well-known, zealous Indians 
have devoted themselves to a study oL Indian econo- 
’"mic problems and have eypived a certain distincti'^*e ' , 
' line of thought as well as substantial and definite 
results from their investigations, it can hardly be said 
that a * school ' of economic thought, as such, has 
been yet established in this country. 

’ ,It is true that a set of earnest students look at 
th© prominent questions relating to to© 


j INDIAN ECOSOMIGS 

econoimc conditions in India from a particular point 
of view which does not accord with the angle 
o£ vision of the authorities in this country and 
in England. Nor does it commend itself to an 
mflueiSial section of publicists and thinkers whose 
diagnosis of and remedies for the economic ills 
of India are entirely different. The problems of 
trade, land re\enue, currency, fiscal policy, caste, 
and the attitude c£ the State towards industrial en- 
terprise, are thus subjects on which opinion is 
sharply divided, and if a generalization may bo 
allov,ed on such a subject, it may be observed that 
the trend of economic thought in India is slonly 
hardening into an Indian ‘school'. 

‘ Indian Economics ’ docs not constitute a sepa- 
rate science or a branch of the science of Economics, 
But Indian Economics may well lay claim to re- 
spectful consideration like English Political 
Economy, for instance, as it deals with peculiar 
pohtical, social, intellectual and economic conditions 
which constitute an important subject of research 
and study. At any rate, there is a general agreement 
that the progress of the country and the promotion 
of the welfare of its people, demand a scientific 
investigation at the hands of those who devote 
themselves to an inquiry into the material condition 
of the various classes of the community in India 
with a view to finding out remedies for its amcliora- 
tmn. This is and ought to be the sense of the term 
‘Indian Eccuomics', and it should not be understood, 
as It IS, to signify any fresh contribution to Economic 
Science or the formulation of new economic theories. 

2. Peculiar ©ondltions :-.;rhe social, politi- 
cal and industrial organization in India has it? 
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peculiarities which require careful study and which 
cannot be made easily to fit in with economic 
doctrines which prevail in Western countries. 
These countries themselves have passed through 
a variety of economic phases and experiences, 
and India appears to be on the high road to 
their ideal. The present industrial organization 
of Europe and America cannot be said to be the final 
phase of their development which has been brought 
about b)’' different geographic, climatic, religious, 
political and intellectual influences. It is neither final 
nor by any means perfect. 

On what lines India should or will advance 
cannot be definitely stated. But the "establish- 
ment of British rule in this country, the peace 
and orderl)^ Government which prevail wdtliin its 
borders, the Western education wdiich its people 
are receiving and the close contact into which 
this ancient land has been brought with the other 
countries of the most distant parts of the world, ~all 
these are factors whose influence on the develop- 
ment of India has been profound. The social 
institutions, the religious beliefs and the centuries- 
old traditions of the Indian people, have been and are 
being deeply affected by these influences, the result 
of W’hich is a curious mixture of old and new', Eastern 
and Western. Consequently Indian economic phe- 
nomena have become most complex, though highly 
interesting, and it is difficult to say whither tilings are 
going. , It is the w’ork of the economist to dis- 
entangle this mass of confused facts and tendencies 
and to apply to them the law's of his science in such 
a way as to suggest the lines along w'hich progress 
should beneficially be directed. 
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Indian ScokowicjS. 

Thevastiicss of the Indian continent, the variety 
of physical and climatic conditions which prevails in 
its difEerent parts, and the different planes of intel- 
lectual and social progress on which the several Indian 
peoples stand —these constitute the immensely varied 
though attractive material on which the student has 
to work, and sweeping generalizations and theories 
about India as a whole are absolutely out of the 
question. Yet the influences which British rule has 
set at work are common and they are shaping the 
economic as well as the political destiny of the land 
in a manner the tendencies and results of which arc 
discernible to the careful inquirer. Outside observers 
who do not know the Indian people intimately, 
therefore, feel that " there is an urgent need that 
some one or some group of men should set about 
trying to create a distinctly Indian political economy. 
The difference between the problems of England 
and those of this land must show you that there 
can be no greater danger than that of blindly fol- 
lowing the nritings of English economists. They 
are writing for a country m which the conditions 
are entirely different to those which obtain here and 
they have at the back of their minds problems 
which are everything to them but which are littlo 
01 nothing to you. 

3 . Economic Policy— Since the rise of the 
Historical School of Political Economy, economic 
laws have lost their old dogmatic character, and 
It is now usual with economists^ m dealing with 
the problems that come within their purview, to 
make allowance for different circumstances which 
affect the operation of the laws of their science* 


* ProC Lccs Smith ' Studies in Indian Economics.’ 
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• The axiomatic assumptions o£ the older economists 
are no longer accepted as the starting points of 
discussion^ but the development of everj* economic 
phenomenon and institution is carefully traced and 
the bearing upon it of political, social and intel- 
lectual environments is properly taken into account. 
The inductWe method of inquiry, used in conjunction 
with the deductive, has strengthened the position of 
the economic science and has rendered the role of 
the economist more practical and valuable. ‘ t > 
In economic, as in political affairs, two different 
and conflicting veins of thought aie seen running 
along the development of the policy of the State in 
this country. Imbued with ideas and theories irnbibed 
in England, the Indian ruleis have sometimes 
l^attemptcd to /oist upon an alien civilization the 
■ systems accepted as correct and beneficial in their 
-'own country, and it is no wonder if the doctrines 
of the orthodox economists should have been applied 
wholesale to the conditions in India, On the other 
hand, the peculiar features of the political and social 
organization in this country have been made the 
ground of a refusal to adopt in India measures which 
experience has proved beneficial in England and 
particularly on the Continent and in America. If 
laissez fane has thus been the keynote of the 
policy of Government in certain matters, in others 
> it has gone to the other extreme, and some of its 
measures are national and socialistic to a degree*. 
We have noticed this fact not to emphasise the in- 
consistency lurking in the policy of the State in 
India but rather to show that the lessons of the 
recent development of economic thought have not 


f See Rttfwde’s Essoiy on Ind^n Political Economy# 
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yet been adequately taVen to heart by Government. 
Students o£ Indian Economics feel that the expe- 
rience gained by nations similarly circumstanced as 
India, is very valuable and that the measures taten 
by their Governments to promote the national pros- 
perity of their people should bo adopted in this 
country though they may militate against prc-con- 
ceived notions as to correct economic doctrines 
which, after all, have a relative applicability. 
Writers of tbe Historical or National school of 
Economics, therefore, insist that “ science must not 
deny the nature of special national circumstances, 
nor Ignore and misrepresent it, in order to promote 
cosmopolitan objects. These objects can only bo 
attained by paying regard to nature, and by trying 
to lead the separate nations in accordance with it 
to a higher aWj* 

Apart from the different geographical, climatic, 
religious and social factors which peculiarly affect 
the economic condition of a community, there 
are other currents and cross-currents such as the 
sense of social and national pride, the struggle for 
self-preservation, the ambition to attain predomin7 
ance over other nations and the desire to achicic 
a higher standard of living, wluch play an im- 
portant part m determining the actions of peoples 
and states. In the construction of 'an independent 
body of economic doctrines which could be logically 
deduced from the observed facts of Indian bociely,’t 
special national considerations will have their own 
share. Indian Economics will, in this sense, bo as 
List says, a National Political Economy as dis-j 
tinguished from the cosmopolitical. Economic’ 
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docttines must go through the ordeal of applicabi- 
‘lity to Indian conditions. Mr. Ranade systematic- 
ally showed how this was necessary and his lead has 
been followed by several students who have thought 
and written on the subject. Sir Theodore is right 
when he observes that the time has not yet come 
' when it is possible to attempt a complete statement 
of the economics o£ Indian industry because * the 
material at our disposal is at present too scanty’; 
yet the pains-taking and observant student knows 
Indian conditions well enough to enable him to 
discuss and indicate the direction in which things 
are moving and ought to move. 

Importance of Economic Studies.— -That 
Indian Economics deserves careful study, is a 
truth which happily has now been recognized, 
as we have stated above, on all hands. In spite 
of its great value, however, for the promotion 
of the well-being of the people of the country, 
the subject has hardly received the attention 
it deserves, Who will deny that for the future 
well-being of our national prosperity, the study of 
economics is of priceless value ? Is it not our para- 
mount duty to wake up in this respect, if we are 
to succeed in the keen competitive race now going 
forward in the world, in arts and industries, manu- 
factures and commerce, in fact, in all matters which 
contribute to the larger production of wealth ? The 
universal recognition of economic studies in all the 
civilized countries of the West is, we need not say, 
the most gratifying feature of our busy age and the 
most hopeful sign of the better welfare of the hu- 
man race in the future. We earnestly put it to our 
countrymen whether they are to stand aside while 
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the human race is progressing ?’” Earnest men, 
convinced oE the close lelation between a correct 
knowledge ot economic laws and conditions on the 
part of the people and the progress of society that 
may be achieved by the practical application of 
that knowledge, ha\c always deplored in India the 
general apathy of the educated classes towards cco* 
nomic studies. This indifference may be due to our 
defective system of education or the discouraging 
conditions that surround the student. Whalc\ cr the 
cause may be, latterly signs of improvement have 
been visible on all hands. The Universities arc taking 
kindly to the subject, for the teaching of which 
provision is being made, and the need of a 
study of economic science and of Indian Econo* 

' mics, has been emphasised by the reform of our 
Legislative Councils and the economic awakening 
which seems to have come over the country. 

Indian Economics, as we have pointed out abo\c, 
IS not a separate science, because it docs not seek to 
discover new laws ivliich -were not known to earlier 
thinkers. We have indeed to observe things as they 
are and describe the economic activities of the 
different classes of the population and the different 
economic phenomena like high prices, low wages and 
increasing rents and to point outthe relation of cause 
and effect. But we have also to point out how ini* 
provement may be effected by individual or collective 
action, and how evils may be prevented and reme- 
died. It thus suggests an application of the 
economic laws to Indian conditions. It partakes 
more of the nature of the art of Economics 
or of a nomiative science. At any rate, the 

* Mr D. E. Wacba. ‘'Four Papers on Conjmerce and 
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importance of a systematic study of Economics 
in India can not be disputed at this time of day and 
has indeed been admitted by all thoughtful people 
and the Government. 

5. Theory and its application.— The com- 
parative poverty and the general backwardness of the 
people of this country, are patent to ever}' one who 
has devoted any thought to the subject. Their 
standard of living and their earning capacity are ex- 
tremely low and the scope for improvement is vast. 
The social structure, the industrial organization and 
the political status, all require reform, and if a con- 
scious and systematic effort is to be made, it must 
;be based upon accurate knowledge of facts and 
well thought-out schemes. What part the State 
should play in bringing about this consumma- 
tion, what steps it ought to be expected to take and 
how the creation of larger quantities of wealth in 
the counti y should be facilitated by changed action 
of individuals and groups of individuals — these ques- 
tions depend for their solution upon economic studies, 
whose results may be relied upon with a view to 
action. The growing population of India must be 
decently housed, fed and clothed and the level of its 
living must be raised. The national dividend must 
increase so that a much larger share may fall to the 
lot of each citizen, enabling him thereby to live a more 
decent and comfortable life. The present condition 
in this respect, is, by common consent, most un- 
satisfactory and the problem can be effectively solv- 
ed only by a fruitful economic study and an earnest 
endeavour to apply the remedies suggested by it. 

«That spirit of self-sacrifice is wanted amongst 
increasing numbers in this great Empire ; it is want- 
ed particularly in Economics and the kindred social 
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sciences, for truly the problems of nn economic 
character awaiting solution are gigantic. There are 
certain ways, too, m which India may bo said lo be 
peculiarly dependent upon tho science and the art of 
economics for progress in social legislation, o 

are all economists now’ ; and many people believe 
that they know the nature of social aihncnts and Ihcir 
specifics “It is a popular delusion, that, while eco- 
nomic science itself is a difficult subject, the dis- 
cussion of practical problems, in which economic 
forces play an important part, can safely be under- 
taken without special preparation. Ihcrc is no 
vrarrant for this view. The study of economic 
theory is, indeed, difficult , but, the application of 
the knowiedge, which that study w ins, to the guid- 
ance of practical affairs, is an c\cn heaivcr task? 
for, It needs, not only a full understanding of the 
theory, but also the trained judgment that can 
balance against one another a large number of quali- 
fying considerations.’'t 

Though the taslf of students of economics is 
so very difficult and responsible, its practical 
usefulness cannot be over-rated. Prof. Pigou goes 
on to observe — “ The complicatcd'^aiiarysesj' w Inch 
thej’^ endeavour to carry through, arc instruments 
for the betterment of human life. The misery and 
squalor that surround us, the injurious luvury of 
some wealthy families, the terrible uncertainty 
over-shadowing many families of the poor,— these 
are evils too plain to be ignored. Whether the 
life of man ends with his physical death, or is 
destined to pass unscathed through that gatew^ay, 


*Pfo*. H. Stanley Jevons Economics in 
•j: riot. Pigou . Wealth and Welhre, 
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the good and thej’evil that he experiences here 
are real ; and to promote the one and restrain 
the other is a compelling duty. It is easy, if 
we will, to make the difficulty of the task an 
excuse for leaving it unattempted. But, difficulties, 
which deter the weak, are a spur and stimulus to 
the strong. To display them, not to conceal them, 
is the way to win worthy recruits. Neither the 
timidit)’- that waits at a distance, nor by the wild 
rush of undisciplined ardour is the summit of gieat 
mountains attained. First we must understand our 
task and prepare for it ; and then, in the glow of 
sunrise, by united effort, we shall at last, perhaps, 
achieve.” 

Economic Problems s— The task of the 
economist is much more responsible in India than in 
other countries. His conclusions will run counter to 
the accepted policy of the State in certain respects 
and in others they will come in conflict with the pre- 
conceived notions of the people. Not only has the 
Indian economist to distentangle complex facts and 
correctly to interpret them, pointing his finger to 
the right path of progress to the State and to the 
various classes of the community, but he has also to 
expose himself to the charge of being an impatient 
idealist, an arm-chair politician or an unpractical 
and irreverent, radical reformer. He will have to 
say things which will prove unpalatable to the 
Government and the people as they refer to tlio 
policy and measuies of the State and the beliefs 
and social customs of the different classes of the 
population. Neither this difficulty nor the other 
of analysing compleix problems and suggesting their 
solutions, ought to deter the economic student from 
his thankless task, 
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Should Indian industrial development run along 
Western lines ? Can India be a manutacUirmg 
country Is it practicable and desirable to 
continue the old indigenous industries, and wn 
small industries compete with foreign factories 
working on a large scale? Hon do social institutions 
like caste, affect the economic progress of the peo- 
ple ? What change in the political and social institu- 
tions of the country IS needed to promote that pro- 
gress ? Is the existing educational system of the coun- 
try calculated to lead to rapid impro% cmciit ? Is the 
present land revenue system m need of reform? How 
can more taxes be raised from the people without 
prejudicially affecting their standard of living and how 
may they be spent to their nndoubted benefit ? What 
should be India’s fiscal policy and what should be 
her relations with the other parts of the British 
Empire and foreign nations ? What should bo the 
currency system of India and how should banking bo 
developed in the country ? What is the condition 
of agricultural and factory labour and how may it 
be improved ? 




7. The Role of Economics* — These and other 
questions of this character confront the Indian eco- 
nomist and demand a soultion at his liands. And 
well may he be weighed down with a sense of 


responsibility that rests upon his shoulders. 'Eco- 
nomic inquiry ought not to be merely an intellectual 
pastip ae to him. The influenco of economic inves- 
tigation and of the conclusions to which it may point, 
must be brought to bear upon the life of the com- 
munity and the actions of the State. In this lies 
the peculiar importance of the work of the eco- 
nomist. » The economic student, if he is worthy of 
his calling, will proceed without fear or favour ? he 
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will be t^ojoed as a socialist by some, as a minion 
of capital by others, as a dreamer by more. But if 
he preserves his clearness of vision, his openness of 
mind, his devotion to truth, his sanity of judg- 
ment, the deference paid to his views which is 
even-now beginning to be apparent, will become 
more and more pronounced. The influence of eco-^' 
nomic conditions on economic theory has been, let us’ 
hope, abundantly demonstrated ; but the reciprocal 
influence of economic thought on actual conditions 

is in danger of being over-looked.. Economics 

is therefore both the creature and the creator. It is 
the creature of the past ; it is the creator of the 
future. Correctly conceived, adequately outlined, 

' fearlessly developed, it is the prop of e^iical up- 
building, it is the basis of spcial progress."* It is in ■ 
this spirit that Indian economics must be conceived 
and the Indian economist must work. And the value 
of economic studies in India can not be too much 
emphasised under the conditions which exist at 
present in the country. 


* Seltgman 
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8. Progress -—The principle oE evolution htis 
beon applied to the study ot phenomena of social 
change, and striking results hate been obtained. It 
IS now the praoUce to study the stages throutrli which 
religion, literature, political institutions, “ morals, 
social customs and industrial organisation havepassed 

before reaching the particular forms wo witness in 

Merent countries. This know ledge ot the past and 
the present IS a useful guide to the dctorniinntion 

I- ‘ ‘te statesman and the social 
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socialevolution. History records ouamplcs of pcoLs 
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t not determined only by an increase in the wealth 
r’ it produces and has at its disposal. Nevertheless, 
^ r.it is a valuable criterion of its progress. Steady 
^'^^increase of population, improvement of its ph 5 ’:sique 
^,'*^and health, an augmented production of wealth 
owing to the application of science to industries, a 
satisfactory distribution of the nation’s income 
among the various classes of which it is composed, 
a bettering of the material condition of the masses 
‘ and the easier accessibility of intellectual and social 
comforts to a continuallj^ growing section of the 
community — these are indications of progress, and 
every nation must strive to attain a higher and 
higher stage of development.^ 

9. Wealth and Welfare — But material wealth 
is only one factor in the welfare of a community and 
by no means the most important factor. Man does 
not live by bread alone. Materialism which subordi- 
•"nates the internal sources of satisfaction to the 
external, has been condemned by most religions, and 
the pursuit of wealth b}’' individuals and the peculiar 
social organization to which it gives rise, are often 
regarded as inconsistent with high moral ideals. 
The Christian view of wealth would seem to be that 
wealth IS less important for welfare than the inter- 
nal sources of satisfaction ; an increase of wealth 
is not necessarily an increase of welfare and wealth 
should not be allowed to stand in the way of other 
kinds of welfare ; it is not possible for a rich man 
to enter the kingdom of Heaven, but his riches are 
as great an obstacle to entering the kingdom as a 


* See Pnncifles of Political Economy. Vol. HI by Prof Nicholson 
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camel's load is to passing through a postern gate."* 
Those who take this view do not, of course, contunu 
that an increase of material wealth brings no satis- 
faction or tliat It adds nothing to welfare. But 
'they are of opinion that the pleasure contributed by 
the increase of wealth is evanascent and uncertain 
and IS therefore inferior to spiritual welfare. 

In all countries and at alltimes, individuals have 
preached and even practised the simple life in which 
wants are reduced to the smallest dimensions, and 
contentment is sought which docs not depend upon 
the possession of the goods of this uorld. Under 
modern economic organwation, and according to 
modern conceptions of welfare, craplmsis i*. usuallj' 
laid on external sources of satisfaction though 
material wealth is not unoften regarded as a potent 
means to attain a higher end. 1 here is a marked 
tendency to identify welfare with wealth and Iho 
condition of a nation, as of an indn idual, is guaged 
by the measure of money mcorac. It was this con- 
ception of wealth which brought upon the modern 
industrial regime and doctrines the pious wrath of 
thinkers like Ruskin and rendered economic science 
an ob 3 ect of condemnation because that science w'us 
based upon the principle of self-interest. 

10. Bthics and Econotnics. — ^This antagonism 
between Ethics and Economics is not real. In the 
first place, it must be noted that the desire to im- 
prove one’s material condition, the ambition to rise 
to a higher status in society and the hankcrin«- after 
the possession of worldly goods, are not the peculiar 
features only of modern times and of modern civiliza- 
tion. Recent progress of humanity has chieQy lain in 


* » Economics for the General Reader" by Henry Clay 
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mail s increasing conquest over the powers of nature 
and their utilization for the promotion of man's com- 
fort. As new utilities are being discovered, the 
range of objects caleulated to satisfy human wants 
is extending. More than a hundred }’'ears ago, Mai- 
thus wa^ at a loss to know how the growing popula- 
tion of tlie world would be fed, but his fears have 
been falsified by the continually increasing stock of 
the necessaries of life and even of superfluities, 
thanks to the progress of physical science and im- 
provement in man's power of organization. Some peo- 
ple appear to think that the materialism of their 
generation, indicated by the increasing number of 
wants and the waxing struggle of man to satisfy 
them, betra3’'s the degenerate character of the days on 
which they have fallen, and they cast longing, 
lingering look behind ’ on a golden age which they 
locate somewhere in the past. But they fail to realise 
that if their line of reasoning were rigidly followed, 
the happiest times in the history of mankind would 
be those when it had not yet emerged from the 
primitive condition. They will have to set up the 
savages as the happiest human beings whose lot they 
may onv)'', inasmuch as the^^ have very tew wants, 
and have not much trouble in satisfying them. 

It may, however, be contended that we are exag- 
gerating the position of those who condemn material- 
ism and advocate the reduction of wants in number and 
intensity. What they perhaps mean is that material 
wants should be replaced bj'’ wants of a nobler kind. 
Plain living and high thinking is a motto which we 
respect and thoioughlj’’ approve, and no better ideal 
can be put>ef ore an individual or a community. But 
it is erroneous to suppose that purely economic wants 
have absolutely no moial value. ^'Each new wao- 
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is an additional bond between men, since wc cannot, 
as a rule, satisfy it without the help of our fcllous j 
in this way the feeling o£ s^d.arity becomes stronger. 
The man who has no wants, the oncliorilc, is 
sufficient to himself ; this is just w’hat he should not 
be. As for the working classes, w'o should be glad, 
and not concerned, that new ■wants and desires tor** 
ment them unceasingly ; were it not for this, they 
would have remained in perpetual bondage."* In 
fact, no civilization would have been possible if our 
ancestors, whose attitude on life is sorely misunder- 


stood and misrepresented, had not striven to pro- 
' mote their material welfare and had remained con- 


tent with things as they found them. 

11, 11 Misconception.— Communities have ad- 
vanced from one economic stage to another, and at 
each step they have had their ovrn problems to face 
and evils to contend with. Conditions m our times arc 
quite different from what they wore even in the near 
past. They have grown more complex and the diffi- 
culties involved in them arc being overcome. Means 
of communication have become easier, and no peo- 
ple can now live in isolation and remain unaffected by 
a contact with other communities and nations. / Now 
nations have risen and are expanding, and popula- 
tion is everywhere increasing. Peace and democratic 
government, the advance of the physical sciences, 
and the extention of international commerce, ore 
forcing new problems to the front and every com- 
munity has to adjust itself to these changing condi- 
tions. Old institutions have grown out of date and 
are found unsuited and old solutions have lost their 
applicability.) A community will, under these cir- 
cumstances, stand still at it s peril, and the bogey of 

* Charles Gidq . PoUtieal Economy — , 
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o-called materialism ought not to frighten us while 
we arc engaged in the work of reconstruction and 
readjustment. '*In every age poets and social re- 
formei's have tried to stimulate the people of their 
own time to a nobler life by enchanting stories of 
the virtues of the heroes of old. But neither the re- 
cords of history nor the contemporary observations 
of backward races, when carefully studied, give any 
support to the doctrine that man is, on the whole, 
harder and harsher than he was, or that he was ever 
more willing than he is now to sacrifice his own 
happiness for the benefit of others in cases where 
custom and law have left him free to choose his own 
course. Among races whoso intellectual capacity 
seems not to liave developed in any other direction, 
and who have none of the originating power of mo- 
dern business men, there will be found many who 
show an evil sagacity in driving a hard bargain in a 
market even with their neighbours. No traders are 
more unscrupulous in taking advantage of the ne- 
cessities of the unfortunate than the corn-dealers 
and money-lenders of the East.”* 

12. No Conflict. — It is a misconception to sup- 
pose tliat man is, on the whole, more dishonest in the 
.midst of modern surroundings than he was in the past 
•^andthat the modern economic organization has led to 
demoralization. There is evidence, on the contrary, 
to believe that ethical considerations are having 
greater sway over the individual and the national 
mind and that the social and’ economic institutions 
of the present day are making man, on the whole, 

’ a better man.f Had this not been so, our interna- 
-tional commerce, finance, banking, and concerted 


* Marshall — ^"Economics o£ Industry " 
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action for matcrinl and moral improvement on tlic 
part of the nations of the world, would Ime been 
impossible These developments presuppose ntid 
foster greater mutual trust and sympathy, and the 
ethical sense of civilised communities is perceptibly 
growing stronger every day. There is really no 
antagonism, as we have said above, bclweon 
correct economic action and true economic theory. 
In this oonnection Prof. Sol.gmnn obsen-os 

pnshed to an enromo in- 

nfreSv S'"?” ‘>>-= dbbtK 

Pnnciples, Lb SnfoSd 
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ethical action. An run be .an 

economic ends and mnv Pursue seliish 
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speaking, regarded from ft ®°“®‘d®rations. Broadly 
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ethics must m the end iT correct in 
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fare, it is not to be despised, because it too 
assists largely in elevating man to a higher level. 
Production upon a more extensive scale is placing 
within the reach o£ the lower classes the means o£ 
intellectual happiness which are no longer the mono- 
poly of the few favourites of fortune. Apart, again, 
from what the ideal human being should be, man as 
he has been and is to-da}’, wants material comforts 
and our economic organization must be so designed 
as to provide those in suificient quantity. “Wealth 
gives liberty in this sense : it increases opportunity 
giving the possessor more choice in the use of his time 
and fuller means of self-determination or self-expres- 
sion. The effect of an increase of wealth upon welfare 
may be neutralized by misuse or waste : the increase 
must be balanced against any change for the worse 
in the conditions of production, and allowance made 

for the indirect effects which an increase in one 

% 

person's wealth may have upon other people's wel- 
fare. But the increase in opportunity remains; 
there is a potential increase in wel£are.”t 

13. India no Exception.— This discussion of 
the character and effects of wealth may appear super- 
fluous or irrelevant. But in a treatise on Indian 
Economics, a reference to this question is essential 
inasmuch as it has been discussed in this country 
from very remote times and two rival schools of 
thought have been fighting over it. There is also 
an amount of misconception prevalent about it in 
India and outside. It is usual to contrast the 
materialism of the West, of the land of ahe mighty 
dollar,’ for instance, and the spiritualism of India, 
and this contrast is iometimes cherished by Indians 


f Henry Clay: “ Economics.” 
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as a compliment and not often made by outsiders 
through a feeling of contempt mingled with pity. 
This difference between the two attitudes on life 
strikes the superficial observer as fundamental, and 
Indian people are not unoften relegated to the 
category of inferior races. But the same judgment 
could have been passed upon the peoples of Europe in 
the Middle Ages and may be passed on some of them 
even at this date. In the words of the late Mr. JusUce 
Ranade, India has been ruralized and at the present 
moment, stands upon the threshold of the capita- 
hstic and factory regime. Because India is poor, 
the wants of her people are limited and agriculture 

IS her main industry. It does not follow that she is 

more spiritual and dreamy than the West or llmt 

tin ^ 

evidence to prove that India nas rich m the goods 

alth , that her people desired and enjoyed material 
pleasures j and that arts were cultivated and the phy- 

her progress vras arrested. And this dn J!!r “ 

that Indian people are h-omTI “ , P™™ 

enjoyment or that they are so muoh'*f i'° 
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«t.onfor mere material pleall'*’' 
observation of the existin \ ^ superificial 
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the Marathas, would have been impossible, if the 
people of India bad scorned the joys of this world 
and had been incapable of material progress. The 
extensive commerce this country carried on with 
the outside world, even in the times of the ancient 
Greeks and the Romans, bespeaks the enterprise 
and industrial activities of the Indian people. The 
cloth, timber, precious stones and spices of India 
were carried to Persia, Egypt and to the countries 
, situated on the Mediterranean coast.* The large 
and beautiful buildings, the canals and public roads 
of the times of Mahomedan rule, the arts and 
industries which distinguished India and attracted 
to her coasts the adventurous merchants of the West, 
do not certainly support the Idea that the Indian 
spiritual ideal is such as to militate against the 
prospect of her attaining material prosperity. 

Far from this idea being accepted as a sort of 
compliment, certain Indian scholars, have strongly re- 
sented the stigma cast upon Indian civilization and 
Indian character, and they have demonstrated from 
facts recorded in documents that for several centuries 


India was in the vanguard of material as well as 
of spiritual development. " Much of the prevalent 
notions regarding the alleged inferiority of the, 
Hindu genius in grappHng with the problems of^ 
\this mundane sphere and the extraproneness of 
the Indian mind to metaphysical and impractical v? 
speculations, can vanish and be proved to be the 
results of mal-observation and non*observation lead- 
ing to ‘ half truths which are really whole errors’ — 
only if we apply the historic-— comparative method 
in studying Indian facts and phenomena. For all 

* See “ Four Papers on Commorce and Statistics” by Mr D. E* 
Wacha, 
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Indologists should remember that the wouderCul 
achievements o£ tbe western nations ^ 

speaking only a century old. So that il, jmlc 
instituting a comparison between Hindu an 
cidental cultures on the score of physical ‘sciences 
projierly so called, applied arts and industries, care 
Svere taken to eliminate from one’s consideration 
the triumphs and discoveries of the last few genera- 
tions, the Hindu scientific intellect would be found 
, to have been in no way lagging bchind."t 

15. ©ivilization in India.— The economic con- < 
dition of England and the organirntion of British in- , 
dustries were revolutionised in the beginning of the^ 
nineteenth century by the use of steam power and 
the installation of machinery, and Great Britain en- 
tered upon a career of industrial prosperity, Which 
made it pre-eminent among the nations of the world. 
But before the mechanical inventions of the close of 
the eighteenth century and the inauguration of the 
factory system in England, the material condition 
of that country and its civilization were by no means 
superior to those of India. For a long time the 
arts and crafts of this country held their own against 
British manufactures though the latter were support- 
ed by machinery, stei\m power and a national policy 
of protection. Observers in the eighteenth and the 
early part of the nineteenth century, were impress- 
ed with the mild disposition, simple habits, polished 
manners and the religiousness of the Indian masses 
and Sir f homas Muro delivered himself with regard 
to Hindu civilization as follows « I do not under- 
hand what is meant by the civilization of the 
Hindus ; in the higher branches of science, in the 


t Spered Books ol the Hindus* Vol XVI. 



Religion and material Progress. 25 

knowledge o£ the tlieor}'- and practise of good 
Government, and in education which, by banishing 
prejudice and superstition, opens the mind to re- 
ceive instruction of every kind from every quarter, 
they are much infeiior to Europeans. But if a 
good system of agriculture, unrivalled manufactur- 
ing skill, a capacit}'- to produce whatever can con- 
tribute to convenience or luxury; schools established 
in every village for teaching reading, writing and 
arithmetic ; the general practice of hospitality and 
charity amongst each other ; and above all, a treat- 
ment of the female sex full of confidence, respect 
and delicac}'', are among the signs which denote a 
civilized people, then the Hindus are not inferior 
to the nations of Europe ; and if civilization is to 
become an article of trade between the two coun- 
tries, I am convinced that this country (England) 
will gain by the import cargo." * 

16. Religion and Materia! Progress.— It is 
true that Indian philosophy and Indian religions have 
taught that this world is an illusion and that the 
goal of man should be total emancipation from the 
thraldom of egoism. The teaching of Christianity 
too may be shown to be essentially of the same 
kind, and it has not stood in the way of the endea- 
vours of Christian nations to attain material prospe- 
rity. Several precepts of Christianity and the con- 
duct of devout Christians before the epoch of the 
Renaissance and even in later times, bear a striking 
resemblance to the doctrines of Hinduism and the 
ascetic tendencies of its follow'ers of which so much 
is made. The Ah/vnm of Buddhism may be regard- 
ed even more depressing and antagonistic to mate- 


* Quoted b} R. C. Dutt in bis Egonomic Ilistcrr of British Isdin * 
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rial pleasures, but it did uot prc\eul Buddhistic em- 
perors and their subjects Crom making rcraiirKObio 
progress m politics, arts, architecture and ituluslrics, 
and Hinduism was able to regain its ascendancy. 
The fact is that, though asceticism and a subordina- 
tion of the body to the spirit, ha\ c been iinivctrally 
held ashigh ideals, they have rarely influenced in that 
direction the life of the mass of people in 11113’ coiiutry 
' and at an^' time. The spiritual ideal is highly cherished 
(but is seldom translated into action, though it cxcr- 
tCises no small influence upon indiiidual hfc and 
social customs. This is a statement of fact and not 
a justification of tendencies. 

We are told that the glaring divergence bo- 
\tween the precepts of religion and the conduct 
iof its followers does not prove the futility of 
*the former, but a failure of the latter to under- 
stand It and act up to it. Religion has to be 
properly interpreted and adjusted to the position 
and requirements of the people. "As a matter of 
fact, it is uot only the question of war that raises 
a diflflculty between the ideals of Jesus and the tra- 
ditional practice of the churches ; the problems of 
justice and law, of crime and coercion, of marriage 
and divorce, of industry and thrift, of ivcalth and 
commerce in all thcii forms, are raised in the most 
uncompromising way by the Sermon on the hlount, 
which challenges the whole structure and practice 

of civilized society 'If bj' “ Christian," \se 

are to understand a literal interpretation and carry- 
ing out of all the precepts attributed to Jesus, there 
never has been and there is not at present, any 
Christian Church .evistmg on a large scale or mflu- 
encing national affairs j still less has there over 
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been, or is there now, a Christian state.” It is, 
therefore, misleading to represent the Indian people 
as formed of a stuff and cast in a mould different 
from those of other races and communities, and the 
contrast based upon the divergence between the 
existing conditions in India and those which prevail 
elsewhere, reflects characteristics which are not fun- 
damental and permanent but accidental and evana- 
scent. 

17. Spiritual and Material.— In India itself, 
the scope and the character of the spiritual and the 
material have always been correctly understood and 
the apparent conflict between the two has been 
satisfactorily disposed of. The controversies over the 
teachings of the Bhagvadgita which have recently 
assumed an acute form in Maharashtra, are signifi- 
cant in this connection and prove that the gulf be- 
tween the ideals of renunciation and action, has 
been bridged. The Hindu Shastras have enjoined ; 
upon the house-holder the performance of his proper 
duties which it would be a sin on his part to neglect, 
and the home and family life are invested with a 
peculiar sanctit)’’. Explaining the character of 
wealth, Mr. W. H. Moreland says “It is true that 
in most countries persons will be found who do not 
wish to have such possessions of their own, and the 
number of. such persons is probably larger in India 
than in Europe, because of the tendency to adopt 
an ascetic way of life ; the sincere Sa?iyasi or Fakir 
is distinguished from the rest of us mainly by the 
fact that he does noi want to possess things of the 
kind which we have named. But even in India 
sincere ascetics form only a very small proportion 


* “ The War and Religion" — ^Alfred Loisy. 
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o£ the population, and leaving them o'"- 

it is correct to say that ordinary pciylc v,nnl to 
possess the same kinds of things, and among the 
kings they want are those which wo are constdot- 
mg."* The Indian people arc, therefore, neither 
better nor worse than other nations and commnm- 
ties, and their peculiar spiritual and motaphysical 
characteristics ate such as are found among other 
people similarly circumstanced. “The Hindu has 
no doubt always placed the transcendental in the 
foreground of his life’s scheme, but the Positn e Bade* 
ground he has never forgotten or ignored. Rather 
it IS in and through the positive, the secular, and the 
tmatenal that the transcendental, the spiritual, tho 
‘metaphysical have been allowed to display them- 
selves in Indian culture history. The UpanisJiads, 
the Vedanta and the Gita were not the works of 
imbeciles and weaklings brought up m an asylum of 
incapables and a hospital of incurahlcs,''t 

IS. East and West. — It is said that the com- 
plete absorption of the individual in the universal soul 
and his emancipation from the fetters of the mate- 
rial world and the need of action, is the ideal of the 
Hindu religion. But it is in reality tho unique me- 
rit of the Bhagvad-gita, the Gospel of the Hindus, 
that It has reconciled the material to tho spiritual 
and has spiritualised the material. This fact is not 
generally properly understood and hence the preva- 
lent misconceptions and exaggerations. A more 
^faithful exponent of Indian ideals and Indian culture 
than Sir Rabindranath Tagore, it will he difficult to 
find, and while m Japan recently he observed to an 
American interviewer thus; 

* “Aa Introduction to Economics ” — — 

f The sacred Books ol the Hindus; Vcl XVL 
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“ You ask me to characterise the difference between the 
Eastern and the Western outlook. That is very difficult 
although the difference is very real In the East we are 
conscious through all individual things of the infinity which 
embraces them. When I was in England I felt there was 
an incessant rush of just individual things upon me > it was 
not a question of noise and bustle and haste only, but the 
whole atmosphere lacked the sense of infinity. Upon me it 
had the effect of hampering reflection and meditation. No, 
I should not describe the difference as one between spiritua- 
lity and materialism, though that is the way it is often put. 
I have known too many noble and devoted men in England 
who practise renunciation and self-sacrifice and strive for 
humanity to deny your Western civilisation spirituality. No 
country could stand the shock of this war if it lacked spiritu- 
ality. But it is a different kind from ours. It is not 
penetrated as is ours, with the abiding sense of the infinite. 

Do 1 think that Eastern thought, the Eastern outlook 
can be reconciled with the mechanism of Western civihsa- 
tion ? I think it can and must be. In the East we have 
striven to disregard matter, to ignore hunger and thirst, and 
so escape from their tyranny and emancipate ourselves. But 
that is no longer possible, at least for the whole nation. 
You in the West have chosen to conguer matter, and the 
task of science is to enable all men to have enough to satisfy 
their matenal wants, and by subduing matter to achieve 
freedom for the soul. The East will hove to follow the 
same road, and call in science to its aid.’’ 

19. Indian Ideals.--The physical features of the 
‘countr}’^ which a community occupies, exercise a con- 
siderable influence on the character which the peo- 
ple develope and the civilization which they create. 

^ Man^s character has been moulded by his every day 
.work, and by the material resources which he there- 
jby procures more than by any other influence, unless' 
it be that of his religious ideals ; and the great form- 
ing agencies of the world's history have been the 
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tehgious and the economic." And whatever do- 
pressing eSect climatic conditions and the tosh 
bounties of nature may appear to havo proUuc- 
ed upon the Indian races when they arc com- 
pared with people occupying colder regions, the 
former do not essentially differ from other com- 
munities so as to constitute a type. Indian religions 
and philosophies are held responsible for the nn- 
progressive character of the people of this country 
who are supposed to be under the influence of nn 
ideal of pessimism and renunciation. This opinion 
is largely held by Indians as well as non-Indians 
and the following typical extracts will illustrate the 
point we are dealing with : — 


The ascetic ideal, ■which holds m contempt this world 
and its interest has exercised for centnnes past a doroinnt- 
ing indnenco on the Indian mind It has not, it is ime, 
Bnfi5.oient reality and etrength m it to pomnncntly wcau 
men away from the world, and it proved of littlo efficacy in 
dimiidsMng selfishness and pethness. Bat it novorthcloss 
piodttced a baneful result. It took zest out of hfo. Tho 
fashion which it created of talking disparagingly of mun- 
dane aSaiTB, operated in no small degree in bringing about 
out political degeneration and industrial decay. Money and 
wealth being objects of incessant attack and ridicule, few 
high-souled persons or men of goxnus eared to dovoto thour 
thought 01 energy to tho consideration of the malcTial 
interests of tho country and tho utilization and improve- 
ment of its Tosouroos. Tho downfall of our industries, 
arts and trade, is as much duo to tins cause as to the heavy 
disabilities and restrictions imposed upon them by tho' 

economic and fiscal pohey of England and other coun- 
tnBe.”t 


f Mnrdial Economics of Induslty, 

, 1 , M'l'ihoWBptendemml addrc«. UcoottcE 

the Indastnal Conference, i9o8. Kcpottct 
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** The ethicai ideals of the Indians are adverse to in- 
'dustrial development on a large scale in asmuolias they 
discourage nnd dissociate industry ( except agriculture) 
from enlttirc. It is true that those ideals are being 
iuporceded by western ideals of material development in 
India hut they still influence large sections of our com- 
munity to a groat extent and thus the chief motive impulse 
which impels people to acquire wealth has much loss force 
in India than in the West.”* 

His ( the Hindu ) virtues as well as his vices are 
chnraclorieed by passivity. Ho is a model of patience and 

ponccfttlness Ho has far more of the gentler qualities 

developed by a spiritual and quictical disposition but far 
Ic^s of the industrial and militant qualities of the Euro- 
pean,*' * 

** A keen consciousness of the myriads of years with 
' .countless changes, has boon impressed upon a great bulk 
."Of Hindu population to an extent of which the Western 
^ people cannot have the least idea How these ideas govern 
the life of the Indian middle class, is something which 
cannot jwssibly be conceived by other races. Under this 
psychic condition a man may ask as to what his duty is. 
And ho will answer to himself that his duty is nothing, 
-i, Whatever may happen, the ultimate end of all existing 
,r objects whotbor living or lifeless, is to be reobsorbod in the 
' absolute.” § 

With regard to this view of the ideals of 
passivity, pessimism and renunciation of the Hindus 
and their influence on the Indian character, we may 
repeat that the evidence of history is entirely 
against it. As we have observed already, there is 
abundant evidence to prove that till the use of steam 
power and machinery revolutionised the processes 
of industry in England, India could more tlian hold 

* PrnmotTia Nath Bose • “A History o£ Hindu Cmhzation under 
British Rule. ” 

§ S. V, Ketkar Indian Eeonotnjcs. 
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her own against western nations in the matter of 
all the means of material prospcntv, and Burke 
speaks of the people of this country towards the 
close of the 18 th century in the following words :— 

“ Tlus jnullittido of meu docs not conii*t of ("tt 
and batbarons popnlccc, much Icbb cf gang-' of !fav''gr3 like 
tho guaranies and cbujuilocs \ilio wander ou tbo waste 
borders of tbo ri'vor of Ama/.on or the Plate \ 1 nt a prople 
for agoB civilized and cultnated by all tbo arts of polished 
bfo wbilo wo \\cro jot in tbo ’Roods Tbero bn\ o l>er« (and 
still tbo skolelon remains) pnnccs onto of great dignity, 
authority and opnlonco Tboro aro to bo found tlie cluols 
of tribes and nations. There is to be found on ancient, 
venerable priesthood, the depository of their luuf, Icrming 
and history, tho guide? of the people while Initig and their 
consolation lu death ; a nobility of groat onlttiuily and 
renown, a multitude of cities, not exceeded in popnlalion 
and trade by those of tho first clns« m Knropo; int'rehi.Tils 
and bankers who have once Tied in capital with tho B.ank 
of England, whoso credit has often supplied a toUoring 
state and preserved their governments m the midst of war 
and desolation, millions of indigenous manufacturers and 
mechanics, millions of the most indualnous and not of the 
least intolligont tillers of the earth."* 

/ 

20 « Rcconclli^itloiit — The so culled tiscelic 
ideal did not stand in the way of the political, in- 
dustrial and commercial development which went on 
for centuries under Hindu and Mahomedan emperors 
and kings. Shivaiij-a-dcxout Hindu, a disciple of the 
Saint Saraadas and an admirer of Saint Tuknram, 
laid the foundations of the Maratha kingdom, and 
Brahmin warriors like the first fiajirao under similar 
influences, built up the Maratha empire. The Hindus 
had their civil and military administration, their 
wars and treaties, their palaces and pleasure gardens,. 


* Speech made in introducing the East India Bill 
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their luxuries and sup_erfluities. Pursuit of wealth 
and glory took the Hindus thousands of miles away 
in the north and the south, and this does not look 
like an indication of the influence of the ideal of 
renunciation. If they did not start large factories 
and banks and did not carry on industries on a large 
scale, none of the western nations also did it till the 
close of the eighteenth century. What is said of 
Hindu ideals to-day can be said of the ideals of 
western races during the middle ages and three 
centuries succeeding them,* and of some European 
people even to*day. In attributing the present eco- 
nomic condition of the country to depressing Hindu 
ideals, it must not be forgotten that a large portion 
of the Indian population is non-Hindu and is not 
hampered by those ideals, but the latter has not shown 
greater economic activity. The statement of the 
view we have been discussing, is therefore, a sweep- 
ing generalization and is not warranted by the facts 
of history and the tendencies of the present day. 
The economic condition of to-day and the popular 
attitude on life in India are only a passing phase, a 
stage of arrested development and there is infinite 
scope for material progress in the land. The fact 
is that no religion can be more tolerant, elastic and 
adaptable than the Hindu religion, and it does not 
and will not place obstacles in the path of material 
development. Social institutions like those of caste 
may' impede progress for a time but they can be and 
have been moulded to suit changing conditions. 

A^‘-^The acqi^tiveness, the impulse which propels 
^ people to acquire and accumulate wealth, competi- 
' tion, restlessness, ambition, and the other indus- 


* H. O. Meredith: Economic History of England, pages aS-sS. 
5 
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I trial and militant qualities of the people of Europe 
( and America, are a growth of the last two centuries* 
’Westeren countries had to go through different 
stages of industrial growth before they attained the 
present phase of economic organization. India 
must tread the same path to come in a line with 
other nations and it is wrong to throw the blame of 
her backwardness upon her religion and her social 
ideals. Some of the wealthiest Indian manufac* 


turers and merchants are people who arc little tine* 
lured with western civilization. Several of tho 
Indian capitalists, milhowners and traders who have 
adopted western methods of making money, arc 
,eyen renowned for their staunch orthodovy in reli- 
gious and social matters. The Mar\varis, the Chalias, 
,the Memans and the Cutchics who arc so remarkable 
'for their enterprise and acquisitiveness have had 
little benefit of English education, and in fact, it is 
notorious that the small section of the population 
who have imbibed western culture and arc trying to 
assimJateit, have practically no share in modern 
w^lft-prodnchon. It .s thus the unenlightened and 

‘rT^r/ Muenceolold 

are irthl Preia^ces that 

manufactures earned on on vrestem lines, ouife out 

of harmony rv.th supposed Hmdu or Muslim tos. tt 

ideals. lo old Hindu 
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" 2f« SpItUfialisnis— Is Indian spiritualism 
then a myth ? Are the Indian ideals of life, so 
often spoken of, only imaginary ? No ! Hindu phi- 
losophy does teach the subordination of the flesh and 
the subjugation of the passions. Wealth and all 
other affairs pertaining to this world are spoken of 
in terms of depreciation and people are exhorted to 
emancipate themselves from the thraldom of thp 
tyrant of desire. Absorption into the infinite is the ^ 
goal of human existence and it is to be attained by 
renunciation. This teaching of philosophy has notj 
however, made the Hindus monks and anchorites 
because their practical religion, at the same time, 
enjoins on them certain duties in this world pecu- 
liar to their station in life and their age. And Hindu 
law-givers, poets and philosophers, far from turning 
their backs upon this world, regard perpetuation of. 
the race, maintenance of the family, and the creation * 
and enjoyment of wealth as essential functions' 
which human beings must perform. Thus ‘we find 
that Manu has preference for Sanyasa, but he re-’ 
conciles it with the claims of life, its duties and res- 
ponsibilities, by assigning different periods of life' 
for the fulfilment of those claims. His Ashrama- 
Vyavastha or the systematic regulation of duties 
during different periods of life, makes room for the 
life of a zealous, loving, enjojdng, struggling,, help- 
ing, aspiring house-holder when the senses are keen 
and limbs vigorous and for a life of a retired, calm, 
balanced, contemplative Sanyasij when senses are 
benumbed and life shorn of much of its novelty and 
charm.’* The DJianna Sutras assign even a higher 
place to the life of a house-holder. The Bhagvad^ 


* A Gist oE the Gita Rahasja by Mr V M. Joshi 
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gita distinctly prefers a life of work and disinterest- 
ed service to that of renunciation. The Di\inc Song 
‘is meant to lift the aspirant from the lower lc\cls 
of renunciation, where objects arc renounced, to the 
loftier heights where desires are dead, and %vhcro 
the Yogi dwells m calm and ceaseless contemplation 
while his body and mind are actively employed in 
asctoging the duties that fall to his let in life, 
that the spiritual man need not be a recluse that 
raion with the divine life maybe acliietcd and 

oDstacies to that umon be not outside us but wiibi,, 
tie infinite, mfn has to 

tn this life 0^: MgU'Xf ' Zr ®“‘T 

spiritualism which has haml i 

thinkers and misled them observers and 

like Kahdasa* we see tlTj 

of disinterested duty on * ^l^is gospel 

people, and that induence has life of the 

out the whole history of IndTa Th 
India now is how to adapt Ttself f,^®^ before 
tions without falling into ti- ^ changing condi- > 
west has undoubtedly fallen the | 

Whatever is good in CZm oiv^“ “ttoiWe J 
individual development it«s '^^zation, «its hio*h 

clean and successful methods activity, fts 

— complete sys- 

t Preface to Mrs. Annie Besan^sT" ^ ^ 

* RaghuTamsV. ‘»n'Ht,on of the Bhag^ad Ghn. 
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tem o£ machinery” without sacrificing the essence 
of her own culture? To many thinkers this is 
India’s mission: “It may be the mission of India, 
clinging fast to the philosophic simplicity of her 
ethical code, to solve the problems which have 
baffled the best minds of the west, to build up a 
sound economic policy along modern scientific lines, 
and at the -same time preserve the simplicity, the 
dignity, the ethical and spiritual fervour of her peo- 
ple, I can conceive of no loftier mission for India 
than this ; impart purity of life to Europe and attain 
to her loftier political ideal ; inculcate spirituality 
to the American mind and imbibe the business ways 
of its merchants.”* 

22 . Test of Eeligion.— Ideas about the purpose 
and function of religion have latterly been under- 
going a marked change, and it is being insisted that 
both morality and religion must stand the test im- 
plied in the question, “do they tend to promote the 
well-being, the good of mankind?” And they will 
be subjected to this test more and more in the days 
to come. This good of mankind connotes ^affection, 
love, family life, motherhood, fatherhood, the hap- 
piness of children ; rest after fatigue ; achievement 
after effort ; these things being bound up with and 
depending upon mere material things — health 
W'hich means food and clothing and cleanliness ; 
leisure and serenity which mean an ordered life, 
efficiency, the capacit)’’ to live in society and to do 
one’s work in the world — and you come back to 
economics, to sociology, to the science of human 
society.’* The material thing is but the expression 


Bis Highness the Gnihnrar’s Presidentnl Address, Indiistrial Con- 
ference, l9o6 
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of still profounder realities which cannot be scpa« 
rated therefrom, because with leisure and a vridcr 
outlook come, finer affection — the laughter of 
children, the grace of women, some assurance that . 
-Vnaternity shall be a joy instead of a burden — the 
keener feeling for life. Bread is not merely the 
pulverized seed of a plant, it is the bloom on a 
child’s cheek, it is life; for it is human food— -that is 
to say, a part of what human life represents.’* Social 
service, social reform and social legislation which 
are assuming greater importance every day, arc only 
a vivid expression of the ideas wo have emphasised 
above and it is impossible to overestimate the value 
of such a movement in a country like India. And 
there is no reason to suppose that Indian religions 
will fail to respond to the demands that will be made 
upon them or that Indian ideas of spiritualism will 
hamper the material development of the country. 


* Norman Angell The Fonndahon? ot Iiitcrasuoa?! Polity 
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23. Importance of Production.— It being 
admitted that tthe promotion of the welfare of the 
people in India, as in other countries, depends upon 
the wealth that is available to them,' the main pro- 
blem which demands consideration is, how may the 
, supply of necessaries and comforts be increased and 
how may the general standard of living be raised. 
Whether the income per head of the population in 
India be Rs. 30 or a little more, the poverty of the 
^ country is an undisputed fact. We no doubt hear 
of poverty and distress in all western countries and 
of the endeavours which are being made to cope 
with the evil. But the economic problem in India 
in this respect is quite different from the one that 
^confronts other nations. “Poverty in England, or 
America or Germany is a question of the distribu- 
tion of wealth. In India it is a question of its 

production.... ..Suffice it to say that if it (the in- 
come) has mounted to any considerable degree since 
the Commissioners in 1 880 estimated it at £ 2 per 
caput, it is still infinitely below that of any of the 
leading nations in Europe, if not actually the lowest 
in the world. An inquiry into the causes of this 
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poverty inevitably involves a discussion concern- 
ing the whole economic problem in India, for which 
this is not the place ” * 

Distribution o£ wealth in India is not, o£ course, 
ideal and there may be room for improvement in it. 
Wages of labour must certainly be raised and the 
worlung classes in India are, in fact, becoming con- 
scious of what IS due to them and of what they nro 
defrauded by their adherence to custom. But in 
'order that the share of the workers of different 
grades and kinds may be increased, the total 
' national income must, in the first place, be con- 
siderably augmented, and it must keep pace with 
the steady growth of population and the require- 
ments of a higher standard of living. By wliat 
means this end shall be attained is, therefore, 
the important problem which demands solution, 
“The first consideration is that Indio is a very 
poor country. The people as a whole want a large 
increase in wealth to satisfy their most urgent 
wants : many of them want more nourishing food, 
better clothes, better bouses, better health, better 
education, to name only a few of these wants: 
and any system of production that will give a large 
increase of wealth is desirable because it w ill <^ive 
a chance of satisfying some of these most urgent 
wants.”t 

m. Kataral conditions.— Land, labour and 
capital are the three essentials of production, and to 
make them more efficient, is to provide for a larger 
production of wealth. India is a vast country Sid 
the geographical, geological and climatic conditions 

• Loveday The History and Economics o! Indian Famines.” 

T W. H, Moreland * An Introduction to Economics, 
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vary from province to province and district to 
district. There are big rivers in northern and 
southern India whose waters irrigate and fertilise 
extensive, plains and some of them are even naviga- 
ble, The soil in certain parts of the country is 
extremely fertile while in others it is very poor. 
Many big tracts are entirely subject to the vaga- 
ries of the rains, the character of the monsoon " 
meaning to them either plenty or famine. All 
degrees of heat and cold are found in the country 
' and the soil therefore produces a variety of crops. 
Gold, coal, petroleum, manganese and iron are found 
in considerable quantifier m some provinces and 
the mineral production of the country has been 
steadily on the increase. Nature is thus bountiful 
in India, and the raw materials and food grains the 
soil produces, are of various kinds. India may not 
be as rich in her mineral wealth as some other 
countries, but her possibilities in this respect are 
not yet definitely known. 

- {■ I 

The resources of the country he almost undis- 
' r covered and untapped and though minerals have been 
f exported from ancient times, it may be found that 
/ after all barely the surface of the earth has been 
scratched. How the rivers of India may, by means 
of canals, be utilized for the irrigation of thousands 
upon thousands of acres has been demonstrated by 
the successful irrigation schemes carried out in the 
Punjab and elsewhere. And the Tata hydrorelectric 
works at Lonavrla, show how motive power, capable 
of working a number of factories at a distance, may 
be created by means of water stored in big lakes 
formed on the sides of hills and fed with heavy 
rainfall usual there. The forest produce of India 
too is varied and rich and its economic possibilities 
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are steadily being realised. Excellent cjualitics of 
timber and fibres, grasses, distillation products, oil 
seeds, tan^and dyes, gums and resins, rubber, bamboos, 
canes, drugs and spices arc found in these forests 
^ which are now, in British India, under State control, 
‘-’Many of these products are calculated to supply 
valuable raw material for industries, and wood pulp» 

» paper, tanning matcnals, matches, rosin and tur- 
pentine may be manufactured out of them on a 
large scale. Varied climate and soil, hills and 
rivers, forests and mineral deposits, constitute the 
abundant wealth of India which has earned for her 
the name ‘land of gold,’ and Indian tea, jute, cotton, 
sugar-cane, oil-seeds and indigo have established 
their reputation in the whole world. 

As to minerals alone India has had a distin- 
guished record. “ So richly endowed by the bcautj- 
of Nature, India from the earliest times of which 
there is any record down to within a few years of 
the British occupation, was one of the foremost 
mining countries in the world. She was able not 
only to meet from her resources her own local 
wants, but also sent to far-oIE lands some of the 
finest products of her mines. For centuries and up 
till 1727 when Brazil entered the market with its 
cheaper stones obtained from the mines of Minas 
Geraes, India alone supplied diamonds to the world. 
The koh-i-noor of the British Crown, the Orloffi 
in the sceptre of the Russian Czar, the Pitts 
diamond among the state jewels m France, and se- 
veral others in the possession of the princes and 
magnates of Europe, are from our mines. China 
got her silver from us. Our iron was held to be of 
superior quality and was much sought after by the 
foreign merchants. Indian steel was highly prized 
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for its fine temper and found ready -sale in the 
' markets of Persia and England.”'* 

25. Land. — As a fruitful source of livelihood 
for men and cattle, the soil has ever been regarded 
with reverence in India, and the profession of the 
cultivator occupies the foremost place in public estima- 
tion. In quite a Physiocratic fashion, the mass of 
Indian people attribute to the soil almost exclusive 
productive capacit)’’ and other industries appear to 
them as more or less parasitical. This is but natural 
in a social economy in which agriculture predominates, 
and the deep attachment of the people to the soil, 
is thus easily accounted for. About 72 per cent, of 
the Indian population .subsists upon agriculture, and 
with the disappearance of the indigenous industries, 
this percentage has been steadily growing. Barely 
one acre of land is available per head of the agri- 
cultural population and it would not be surprising 
if the soil felt increasing pressure. The follow- 
ing figuresf are instructive in this connection : — 

y 

Classification of Area, 

( 1913-14. ) 

Area by professional survey ... 

Area under forest ... 

Area not available for cultivation 
Cultivable V aste ... 

Fallow land 
Net area cropped 
Irrigated area ... ••• 


Acres. 

.. 619,594,000 
.. 82,623,000 

.. 147,159,000 
,. 115,587,000 
. 52,620,000 

,. 219,192,000 
46,836,000 


* Mr Joshi’s Speeches. 

^ Agricultural Statistic? pf India, i9i3*j4. 
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The proportion o£ cropped to total «rcc arid the 

nnmherof populertonpcr 100 acres o£ croppe 

in each province are stated below . 



Proportion 

Population 


of cropped 

per 100 


to total 

acres 


area. 

of cropped 



area. 

Bombay 

52 per cent-J 

60 

Delhi 

50 „ 1 } 

253 

Bihar and Orissa 

49 „ „ 

133 

United Provinces 

49 „ „ 

142 

Bengal 

48 1) II 

184 

Punjab 

40 „ „ 

81 

Madras 

88 ,, ,, 

121 

Co P.andBerar 

88 ,, ,, 

57 

North-West Frontier 


Province 

28 ,, „ 

94 

Manipur 

28 ,1 ft 

92 

Ajmeer-Merwara 

}f » 

177 

Assam 

19 „ „ 

114 

Coorg 

14 }> 11 

127 

Sind 

14 « ,1 

81 

Burma 

1 ^ Ji ji 

74 


If areas cropped more than once are taken as 
separate areas for each crop, the gross area cropped 
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in 1 913-14 amounted to 246,989,000 acres and was 
distributed among different crops as under 



Acres. Per 

Cent, of total. 

Food grains 

191,573,000 

77*7 

Condiments & spices 

1,288,000 

0-5 

Sugar 

2,708,000 

M 

Fruits & Vegetables 

5,721,000 

2-3 

Miscellaneous food 



crops 

1,116,000 

0-5 

Total food crops. 

202,406,000 

82*1 

Oil-seeds 

14,658,000 

6.0 

Fibres 

19, 895, COO 

8*0 

Drugs 

588,000 

0*2 

D 5 "es and narcotics 

1,949,000 

0*8 

Fodder crops 

5,910,000 

2*4 

hliscellaneous non-food 



crops 

1,113,000 

0*5 

Total non-food crops 

44,113,000 

17*9 


To relieve the steadily increasing pressure of 
the population upon the soil, not much cultivable 
area is now available, though what is called cultiv- 
able ^\aste may, to a certain extent, be brought 
under the plough. Reliance must, therefore, be 
mainly placed upon intensive farming. "Subtracting 
the land thus utilised for supplying foreign markets 
from the total area under culti\ation, we sliall find 
that what is left over does not represent more than 
two-thirds of an acre per head of the total Indian 
population. India, therefore, feeds and to some ex- 
tent clothes its population from what two-thirds of 
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an acre per head can produce. There is probably 
no country in the world where tlic land is required 
to do so much.’'** 

The fact of the recent increase of tlic popula- 
tion dependent upon agriculture, is of great econo- 
mic significance. It is an indication of the decadence 
of the old handicrafts and the growing dependence 
of the mass of the people upon agriculture. By 
some this development is explained as the result of 
the more remunerative eharacter of farming, parti- 
cularly the cultivation of the commercial crops 
which command high prices m the outside markets. 
" On the whole, though no great reliance ,can be 
placed on the classification of the population by 
occupation in the census returns, there is no doubt 
that the number of agriculturists has increased more 
m proportion than cither the total population or the 
total number of labourers. The increase in the 
number of agriculturists may be taken as indicating 
ttat the profits o£ agncalturo troro such as to 

“““Paliohs to agricul- 
Sin Jo u “s a correct ov- 

mfeMn “h f " '’® "rtisans and 

XT'S oX to“.hi 

by t£ industnes, caused 

} the oompebhoa of foreign manafaeturos. 

It cannot be denied thfli" tiiA it, <• 

— - . o 


I I. ® I^eport on High Prices 
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demand. In the first place, it must be remembered, 
however, that Indian agriculturists are not like 
farmers in the West. Lack of knowledge, co-opera- 
tion, enterprise and means prevents the cultivators 
from reaping the full benefit of high prices and 
mobility is conspicuous by its absence among them. 
Non-agriculturists will not take to land unless they 
are forced to do so by the grim prospect of starva- 
tion. They will stick to their precarious traditional 
calling rather than enter a more promising field of 
labour. The idea, therefote, that the agricultural 
population has increased on account of the superior 
attractions of the farmer’s occupation and the pros- 
pect of higher profit, is entirely mistaken. There 
are indeed a few well-to-do people, professional men, 
pensioners and others who invest their .savings in 
land on account of the peculiar security it affords. 
But agriculture is rarely remunerative in their hands 
and their numbers as well as those of artisans and 
others who purchase lands, must be extremely small. 


26. Pressure on the Land.— The latest census 
report, in the chapter on occupations, throws much 
useful light on this subject. We there read : — “ On 
the one hand, the rise in the price of food grains 
'has made agriculture more profitable, while, on the 
f other, the profits of the various artisan classes have 
’ been diminished, owing to the growing competition 
_ of machine-mades goods, both locally manufactured 
and imported, with the result that these classes 
show a growing tendency to abandon their tradi- 
tional occupations.” And further : — " The local 
,cobler on the other hand, having to pay more for 
’ his raw material and feeling the increasing competi- 
tion of machine-made goods, has been tempted to 
abandon his hereditary craft for some other means 
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of livelihood, such as agriculture or vorlc m fac- 
tories of various kinds " Those artisans with 
agriculture vras a subsidiarj’’ calling, arc being com- 
pelled to throw up their proper crafts and to take 

to the overcrowded occupation of farming. The 
Census Report observes: — "The subsidiary table 
shows that many Milage artisans arc al‘?o partly 
dependent on agriculture. This supports the state- 
ment made elsewhere that there is at present a 
tendency for these persons to abandon their heredi- 
tary occupations in favour of farming." * Though 
there are certain areas in the country which may 
be developed, the scope for extensive farming is 
now extremely limited. The land in most parts of 
India has now been under cultivation for centuries 
and constant and peaceful cultivation under British 
rule IS indubitably subject to the law of duninisbing 
returns. The operation of this law can only be 
arrested by improved methods of fanning and the 
application of more capital to the land. 

2T . Fertility oS soil. — It is a common belief 
among Indian cultivators that the soil is not as 
fertile to-day as it was in the past. This notion can 
not be disposed of as being a mere prejudice and be 
put down to the natural human inclination to dis* ' 
parage the present and exalt the irrevocable past. 
Increasing population and unbroken peace have 
allowed land no rest, and the fertility exhausted by 
continued cultivation has not been restored to the 
soil by the use of rich manures. ^ With the increase 
in the acreage of cultivation, especially of less fertile 
soils, the average outturn is bound to decrease, but 


* See tlie Autbor’s article 
Towmal for February, x9i5. 


on this subject m the iff sett Etonon’te 
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to establish a det erio ration it must be shown that 
the land which was under cultivatioi; in former times 
now yields less than it did before* and official in- 
quiries on this point would seem to lead to the 
conclusion that the theory of deterioration- * has 
been frequently grossly exaggerated though it is not 
denied that in several areas the cultivation of land 
must have become less efficient than before.’ Most 
of the officials whose views have been quoted by 
Mr. Datta in his report, incline to the opinion that 
" as a general rule the fertilit}*- of agricultural land 
in this part of India (Madras) is greater than for- 
merl}^ and that the tendency is for the fertility to 
increase rather than diminish”. One official, however, 
states that “ in the permanently cultivated parts of 
the country where the soil is under continuous culti- 
vation from 5 ''ear to year and gets no benefit either 
from river silt or from long periodical rest, the 
average outturn of land per acre is less now than it 
used to be (say) 50 or 100 )'’ears ago.”* 

What are called the natural and original 
.powers of the soil vary from one part of the coun- 
try to another. The cultivator cannot, however, 
depend upon them to provide a perennial and uni- ' 
form source of income even where"”‘fiatifre is bounti- 
l^ul as those powers must be steadily exhausted un- 
less they are replenished from time to time. It is 
difficult to distinguish between what man owes to 
nature and what he himself contributes in the ferti- 
lity of the soil by his own exertions, putting in of 
manures, rotation * of crops and so forth. Where 
land is abundant, as in a newly settled colony, ex- 
tensive cultivation is the rule, but in old countries, 


* Report on High Prices, 
7 
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the demands o£ growing population have to ho met 
by resorting to methods o£ intensive cultivation. 
Rapid and cheap means of transport have, no doubt, 
brought the old world into closer touch with 
the new and the food problem of the former has 
beeni to a large extent, solved. But India cannot 
afford the means to buy her food from outside and 
the urgency of intensive cultivation is, in her case, 
extremely great. 

28. Minerals. — ^We have already slated that 
the possibilities of the development of mineral pro- 
duction m India are considerable. “The feature that 
stands out most prommcntly in a survey of the mi- 
neral resources of India is the fact that while strik- 
ing progress has been made in recent years in open- 
ing out deposits from which products arc obtained 
suitable for export or for consumption in tbo coun- 
try by what may be called direct processes, very 
.. little has hitherto been done to develop those mine- 
rals that are associated with the more complicated 
metallurgical and chemical industries. The explana- 
tion is to be found, to a great extent, in the impor- 
tance of bye-products in modern metallurgical and 
chemical developments.” It is, therefore, main- 
tained that “a country like India must be content to 
pay the tax of imports until industries arise demand- 
ing sufficient number of chemical products to com- 
plete an economic cycle, and India docs, in fact, im- 
port at present large quantities of metals and mineral 
products while possessing in many cases the mineral 
resources required to supply the demands m question. 
. There is thus great scope for the development of 
mineral industries for supplying -the internal le- 
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quiremciUs o£ the countr}’-, quite apart from an}’* 
markets that might be found abroad.”* 

What progress has been made in a decade in 
the growth of mineral production niaj’* be seen from 
the following iigures : — 



j Quantities. 

Value. 


1901 

1911 

1901 

1911 




£ 

£ 

Coal (tons) 

6,6$5J27 

12,715,531 

1,323,372 

2,502,616 

Gold (ounces) 

532,303 

583,567 

1,931,030 

2,238,143 

Petroleum 
(thousands 
of gallons) 

i 

i 

50;075 

2257,92 

204,342 

884,398 

Manganese ore’ 
(tons) 

157,736 

670,290 

215,934 

648,701 

Salt (tons) 

1,102,039 

1,225,490 

374,133 

429, 29j 

Saltpetrc(tons) 

15,555 

14,674 

191,904 

220,012 

f 

Tungsten ore 
(tons) 


1,308 


99,989 

Iron ore (tons) 

49,798 

366,180 

7,932 

54,487 


29. ©ORservatJon of Mineral Wealth.— 
With every crop taken out of the soil; we steadily 
exhaust its pioduclivo capacity^and it is by means of 


* Decennial Moral and Material Progress Report 

f 










Indian Economics. 


52 


manures that the fertility is restored to it. Bui in 
the case of the extraction of mincralSj such restora- 
tives are not available. An increased supply can bo 
obtained only by going deeper into the mines, and 
though the operation of the law of diminishing re- 
turns may be checked by improvements, a time 
comes when the cost becomes prohibitive and the 
supply of minerals is exhausted. The prospect of 
the exhaustion of the English Coal Fields, has led 
some people to advocate the taking of measures to 
conserve the supply though the comforting assur- 
ance is given by some that by the time the pro- 
phesy is fulfilled a century or two hence, a cheap 
substitute for coal will already have been found. 

The fate of the stock of subterranean wealth 


" raises similar apprehensions m India and the problem 
is further complicated here by the fact that the peo- 
ple of this country have little share in the wealth 
traded. The minerals once taken out, cannot be 


restored and as the mines are at present exploited, 
in the absence of indigenous enterprise, the ' mi- 
neral wealth does not remain in the country ; nor 
does the country get an equivalent for it. view 
of the fact that minerals cannot be replaced or re- 
plenished, a special, heavy responsibilitj' lies tmon 
both the people and the Government. The desire 
to stimulate production cannot justify the complete 
Ihanding over of mines to persons who have no per- 
,manent interest m the land. On the one hand, out 
people ought to realise that in the interests of the 
country Itself our minerals have to be worked. Nc 
serious harm certainly can result from postponing foi 

even a quarter of a century the extraction of preci- 
ous metals like gold and precious stones like rubies 

or diamonds. On the other hand, as trustees of the 
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« permanent welfare of the Indian people, the Gov- 
' Crnracnt should recognise the serious injury that 
would be caused to those interests from exploitation 
\hy outsiders who have no permanent stake in the 
icountryj* ** 

30. Sfimmary.—Though not quite lavish, 
Nature is sufiScicntly bountiful towards India. We 
have a variety of soils which produce raw materials of 
the greatest value to man so that if India were to be 
cut off from the outside world, the country could be 
self-supporting. Some of the products of the Indian 
soil like jute, cotton, tea, coffee, indigo, sugarcane, 
oil seeds, rice, and so forth are of great economic 
value and India produces her own food supply. The 
mineral possibilities of the country are believed to 
be great and large industries are capable of being 
built up in connection with them. The Indian 
forests abound in a variety of timbers and grasses 
and if they are properly conserved, they may con- 
stitute a rich source of wealth. But the soil must 
continue to be the main stay of the bulk of the po- 
pulation and the limits of extensive cultivation have 
long been reached. A larger amount of food supply 
must be got out of the soil if it is decentl)^ to sup- 
port the growing population. Among the conclu- 
sions Mr. Wattalf has derived from his elaborate 
study of census and agricultural statistics, are the 
following : — That though there are sparsely popu- 
lated areas they are not so because they are await- 
ing development but because the character of the 
soil is inhospitable and there is no further room for 


* Presidential Address by the Hon’bic Mr. Mudholkar at the 
Madras Industrial Conference, iSoS. 

j The Population Problem in India, 
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the development of cultivation j that in nil the old 
Provinces the pressure of population on cultivation 
is fairly intense; that the average per unit of tUo 
agriculturist population hardly exceeds an^ acre ajad 
a quarter and shows a tendency to fall ; that a deve- 
lopment o£ the means of subsistence m the circum- 
stances of the country can only mean a development 
‘ of irrigation, but irrigation has no \cry bright future 
! before it, and that the agriculturist population is 
increasing at the expense of the industrial and 
trading populations. This picture may appear to be 
overdrawn but some of its strokes arc true to nature. 
The utilization of the water of rivers which goes to 
waste, the use of rich manures and the adoption of 
better methods, may, of course, counteract, to a 
certain extent, the growing pressure on land but 
there are enormous difficulties in the way, and other 
remedies must also be devised. The courses of rivers 
may he regulated and the uater supply may be im- 
proved. But there are natural forces which appear 
to be beyond human control and the prospects for 
the large agricultural population at the mercy of the 
monsoons and dealing with not a very productive 
soil, cannot be very reassuring. 
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31 , Yaltie of Labour. — Rivers. lakes, mineral 
‘deposits, forests and fertile soil are the spontaneous 
gifts Nature offers to man, but that kind mother 
yields her blessings ^nly at labour's call. The water 
of lakes and rivers must be conveyed to fields 
thirsting for moisture, the minerals must be extracted 
from the earth, trees in the forests must be felled 
and removed and the soil must be ploughed and 
cultivated. In his migrations man has tried to 
occupy the fairest parts of the earth, but has not 
alwajs succeeded, and many economic stages had to 
intervene before he rose to the present state of 
industrial organization. If we leave aside the wild 
tribes of Gonds, Bhills and the like that are still 
found in India, not far removed from the primitive 
condition in which man subsists by hunting and 
pasture, we find that the bulk of the population has, 
for centuries, been prosecuting agricultural and 
other industries with patience and perseverance. 
Nature does not smile on all parts of the country 
ahke. She frowns upon man in several places and 
there she has been coaxed into yielding her gifts. 
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In many tracts of the country, the people have had 
to struggle very hard to eke out a living and with 
great difficulty the land has been made capable of 
supporting human life. The intensity of this struggle 
with nature has moulded the character of the people 
in different parts of the country in different vrays. 
While, therefore, some have become most enterpris- 
ing and tough and bold, others have learnt to take 
life easily. On the whole, however, the value of 
labour in the production of the necessaries of life 
has been universally appreciated and the old arts 
and industries of India testify to this fact. The 
Indian farmer and craftsman is well-known for his 
patience and skill, and though labour in this country 
has been confined to particular grooves, the essen- 
tial conditions of productivity are indisputably pre- 
sent in it. * 


32. The Labour Factor.— -The second re- 
quisite of production is labour vhich is defined, as it 
IS usually understood, as muscular energy directed 
by intelligence. In economics the word is applied 
to every effort made by man in contributing directly 
or indirectly to the creation of wealth and refers 
alike to the human energy spent by a common 
workman in the field and to that of the Viceroy of 

manual 

nd intellectual energy brought to bear upon the work 

mCnt participate 

nrodu^^^^t"' T- « factor of 

ed unon it ^ result of labour bestow- 

for Ttrpoui* niachinery required 

““ o£ human 

theatmosuhlr.^T'i™' ““d 

used by tL ur P'®'®™*^™g wealHi -which is 

’’y tto preduccr, arc both essentials of produc- 
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tion which can be distinguished with suiScient clear- 
ness, from labour. 

To satisf)" his wants man has always used his , 
physical and intellectual energies and as in the case » 
of land, so in that of labour, the quantity of wealth .. 
produced will be conditioned by the efficiency of " 
the factor of production. If more utilities are created ' 
in the same amount of time or the same utility is pro- 
duced in a less amount of time, that is a distinct gain 
to the individual and the community. The efficiency 
of workers and their condition therefore play an im-^ 
portant part in determining the national dividend' 
and the welfare of the communit5\ 

As the essence of wealth-creation lies in the 
surplus of pleasure over the pain of labour or 
sacrifice, the smaller the amount of cost, the higher 
will be the gain. But smallness of the remunera- 
tion paid to labour does not often denote large sur- 
plus because the contribution of that labour to pro- 
duction may not be sufficiently high. Low wages may 
some times prove more costly than high wages. 

In the Philippines the contractors find it in the 
end cheaper to hire the Chinamen in preference to 
the natives, although the former command larger 
wages ; in the southern cotton factories the white 
labourer is found more advantageous than the negro 
factory hand, who can be hired at a materially lower 
•wage. Furthermore, in the same industry and with 
the same workman neither an increase of wages 
nor curtailment of labour time necessarily augments 
cost. Where a reduction of hours or an increase 
of wages succeeds in enhancing energy, care and 
sobriety, the output may be greater than before.”* 


» Scligman. 
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33. eheapness and Efficiency.—Indion 
labour is said to be cheap but at the same time com- 
paratively very inefficient. The cheapness is both 
the effect and the cause o£ India’s poverty and 
evenif the Indian labourer is not getting his due share 
it eannot be sufficiently large so long as the total 
product is small. In point o£ efficiency, the Indian 
workman is compared with his western brother 
to his great dlsad^antage, and it is stated that 
an English labourer is siv times ns efficient as the 
Indian labourer. Apart from climatic and other 
' factors which go to make labour inefficient, the 
^ Indian workman suffers from a lack o£ education and 
^ training. When these latter are available, the effi- 
ciency o£ Indian labour will not bo lower than that 
of workers in other countries. . Comparisons such as 
the one stated above, are sure to be unfair to 
the Indian labourer who is the victim of the con- 
ditions that surround him and is not inherently in- 
capable. 

Complaints are not unoflen heard from em- 
ployers about inefficiency o£ labour accompanied by 
a rise in wages. The causes of recent increased 
wages have, however, little to do with an improve- 
ment in the conditions of work on the field or in the 
factory. Given proper training, congenial surround- 
ings and healthy conditions of -work, the efficiency 
of Indian labour is bound to be high. ' We cannot 
do better than quote here the testimony of Sir Thq,- 
Speaking at Madras recently he ob- 
served •— « One thing that I am quite satisfied with 
already is that in India we have means of obtaining 
all the expert labour that is necessary. Any one 
who has visited the Tata Iron and Steel Works will 
come away thoroughly convinced with the conclusion 
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that \nth Indian labour you can tackle any industry 
for which the country is suitable. I have seen 
labourers at Sakchi who only a few years ago, were 
in the jungles of the Santals without any education. 
They arc handling now red hot steeh bars, turning 
out rails, wheels, angles of iron as efficiently as yow 
can get it done by any English labourer. You 
cannot have a better lest of the quality of labour 
and 5''ou cannot be prepared for moic satisfactory 
results. When your labour is organized and pro- 
perly educated and properly fed there is not the 
slightest doubt that you will get results that will 
suit all raw materials available in the country. The 
whole question is largely of the methods we should 
adopt for getting information regarding our own 
materials and training people to suit the needs of 
industrial development." The proverb that ^ a .bad 
workman quarrels with his tools may be fitly ap- 
;i^fcd to the employers, in India who find labour 
scarce, dear and inefficient. They do not know how 
to procure and train labour and how to make it 
efficient. 

Different classes of Labour.— Before 
the advent of machinery and steam power in this 
^ country, Indian labour was known to be thoroughly 
skilled and efficient. The artistic work of India was 
famous throughout the world, and the efficiency of 
Indian weavers, metal workers and carvers, was un- 
doubted. Though the fine products of Indian labour 
arc being fast displaced by machine-made goods 
imported from abroad, we still get them in sufficient 
quantity and variety to testify to the high level of 
efficiency reached in India. It is a well-known fact 
that in the first quarter of the last century, the pro- 
ducts of Indian looms competed successfully with 
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the piece goods turned out in English factories till 
at last they were driven out of the field by the 
selfish and short-sighted policy of the East India 
Company. Owing to the decadence of the old in- 
digenous industries and the inability of the people 
to start new ones to take their place, agriculture 
has become the mainstay of the population and the 
bulk of our workers are connected with that industr}’. 
“ In England according to the returns for 1901, of 
every hundred actual workers, 58 arc engaged in 
industrial pursuits, 14 in domestic ser\ice, 13 in 
trade and only 8 in agriculture ; whereas in India 
71 per cent, are engaged in pasture and agriculture 
and only 29 per cent, in all other occupations com- 
bined. The preparation and supply of material 
substances afford means of livelihood to 19 per 
cent, of the population (actual workers) of whom 12 
per cent, are employed in industries, 2 in transport 
and 5 in trade. The extraction of minerals supports 
only 2 persons per millc ; the civil and military 
services support 14, the professions and liberal arts 
15, and domestic service 18, persons per millc. ” * 
The following tables will show in detail, how tho 
population is distributed among the different occu- 
pations - 


A 


Occupations of the Indian people. 
I 


India ... 
Production of 


Raw Materials 


■ ft 




I Exploitation of llie surlaco of tho 
earth ... 

•• ••• , 

Pasture and agriculture . . 


313 , 470,014 

227 , 030,092 

226 , 550,483 

224 , 696,900 


* Census Report, i9ii, 
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(a) Ordinary cultivation 


216,787,187 

(h) Growing of special products and 


' market gardemng ... 

• • • 

2, 012, 603 

(c) Forestry ... 


672, 098 

(d) Baising of farm stock 


6,176,104 

(e) Baising of small animals 


48,063 

Fishing and hunting 


1,854,583 

II F:s:traction of Minerals ... 

• •• 

529,609 

li&nes ... ... ... 

• •• 

375,927, 

Quarries of hard rocks 

• •• 

75,424 

Salt etc. ... ... 

• a* 

78,258 

Preparation and supply of Material 


Substances 

• •• 

68,191,121 

1 

in Industry 


36,328,041 

Textiles ... 

• •• 

8,806,501 


Hides, skins and hard materials 
from the animal kingdom ... 698,741 

8,799,892 

Metals ... 1,861,445 

Oeramics ••• 2,240,210 

Chemical pxodncta properly so called 
and analogous ... ... 1,241,587 

' Pood industries ... ... ... 3,711,675 

Industries of dress and toilet ... 7,750,609 

Pornitnre industries 39,268 

Building industries ... ... 2,062,493 

Construction of means for transport 66,056 

, Production and transmission of phy- 
sical forces (heat, light, electricity, 
piotive power ete.^ 


u,m 
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Industries of luxury and thoso per- 
taining to literature and to arts 
and sciences ... ... 2,141,665 

Industries concerned with refuse 

matter ... ... ... Ij38&^515 

TV Tronsport ... ... ... 5,028,000 

Transport by water ... ... 082,766 

Transport by road .. ... 2,781,088 

Transport by rail ... ... 1,062,403 


Post office, telegraph and telephone 
services 

"V Trade ... ... ... ... 

Banks, establishments of credit, ex- 
change and insurance ... 

Brokerage commission and export ... 
Trade in textiles .. ... 

Trade in skins, leather and furs 
Trade in wood ... 

Trade in metals .. 

Trade in pottery .. 

Trade in chemical products 
Hotels, cafes, restaurants etc. 

Other trades in food stuffs .. 

Trade in clothing and toilet articles... 
Trade in furniture 

Trade in building materials 
Trade in moans of transport ' 
Trade in fuel ... ... 


201,781 

17,830,102 

1,220,187 
240,856 
1,277,469 
200,712 
224,838 
69,761 
101,986 
171,927 
719,062 
9,478,808 
306,701 
173,413 
84,613 
^ 239,806 ‘ 
624,962 
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Trade in articles of lusnry and those 
pertaining to letters and arts and 


the sciences ... 



622,130 

Trade in refuse matter 

••• 

tit 

3,696 

Trade of other sorts 

••• 

eee 

2,192,634 

Fttblic Administrations 

and Liberal 


A^rts •«« *•* 


••• 

10,912,123 

VI Public force ... 



2,398,586 

A.rmy ... ... 


••• 

666,278 

Navy ... 

••• 

• •• 

4,640 

Police ... ... 

• •• 

• •• 

1,728,668 

VJI PubUc Administration 

•f* 

•• 

2,648,006 

VJII Professions and liberal arts 


6,326,367 

Poligion ... 

••• 

•et 

2,769,489 

liOW ... ... 



808,408 

Medicine ... 


vt» 

626,900 

Instruction 



674,393 

Letters and arts and sciences 

••• 

961,1 f 7 

IX Persons living principally on their 


* 



m.Li'j 

income ... 



MiscoUanoons 

••• 

••• 

17,286,671. 

X Domestic service... 



4,599,080 

XI Insnffioiently described occupations... 

9,236,210 

Xn Unproductive ... 


••• 

8,451,881 

Inmates of joils, asylums and hos- 

182,600 

pitals ... 

••• 

• •V 

Beggars, vagrants, and prostitutes 

et« 

3,318,771 



64 Indian 12coNomcs, 


n 


No. per 10,000 

Occupation. 


of total 
popnlaiion. 

Landlords and tenants ... 

• •• 

... 5,600 

Agtionltnral labonxors ... 


... 1,310 

General labonrexs 


.. 287 

Stock-owners, milkmen and kordsmon 


... 104 

Cotton workers ... ... 

• •• 

... SOT 

Blacksmiths ... 


... 44 

Brass, copper and bell-metal workers 

»»• 

0 

Oarpontors and wood-entters 


00 

Fishotmcn, boatmen and pailki bearers 


... 135 

Oil-prcssors .. «.« ... 


... 37 

Barbers ... ... ... 

M* 

... 68 

Wasbermen ... ... 

• •• 

68 

Toddy drawers ... ... 


... 20 

Grain binskcra and parcbors ... 


... 68 

Leather workers 


,00 

Basket makers, scaTongors and drnmmcrs... 

... 107 

Fnests ... ... 

*§• 

... 64 

Bettors ... ... ... 


... 63 

Mendicants ... ... 

••• 

... 128 

Cartmen and pack ammal drivers 

■*« 

... 47 

Village qnacks and midwives ... 


0 

Goldsnutbs .. 


57 

Grocers and confeotionoxs 


... 110 

Gram dealers and monoy-londera... 


... 100 

Village watchmen and other officials 

••• 

... 64 

Vegotahle and fruit sellers 


... 51 

Makers and eellors of bangles ... 

«■> 

... 18 

Total ... 0,020 
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35. agricnitttrat Labour.— India is a coun- 
try of villages. Only 9*5 per cent, of the population 
of India are found in towns ( having not less than 
5^000 inhabitants as a general rule ) compared 
with 7S;1 per cent, in England and Wales and 45*6 
per cent, in Germany. In such a preponderat- 
ingly agricultural country as India, out of every 
.10,000 of the village population, a little more than 
a half are land-lords and tenants and about one- 
eighth are agricultural labourers, general labourers 
being about 3 per cent, of the whole. It has been 
calculated that ' on the average, in the whole of In- 
' dia, every hundred cultivators employ 25 labourers, 
but the number varies in the main provinces from 2 
in Assam, 10 in the Punjab, 12 in Bengal, 16 in the 
United Provinces to 27 in Burma, 33 in Bihar and 
Orissa, 40 in Madras, 41 in Bombay and 59 in the 
Central Provinces and Berar.’ As regards Indian 
agricultural labour, there is no question about its 
being most patient, assiduous and skilful. The agri- 
cultural labourer often owns a piece of land himself 
and works both on it and on the farm of a local 
land-owner. This land-lord-cum-labourer does 
besides other kinds of work; plies his cart for hire 
and markets field produce. The women of the house 
also work in the fields and women labourers are 
employed for weeding, harvesting and so on. They 
make cow-dung cakes which are sold in the neigh- 
bouring town and milk is also similarly taken for 
sale every day. Agricultural labour is thus not 
specialised as in western countries, and spinning and 
other simple trades are also carried on under the 
roof of the cottage. 

The impression has long prevailed that the 
' Indian cultivator is a very indifferent worker, dull- 
9 
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-jlieaded, unenterprising and inefficient ; but it seems 
Jo be derived from the fact of his being without 
iCapitalj without good implements and manures and 
(Without those other characteristics w’hich give a 
farmer the appearance of a progressive and cfil- 
cient u orkcr. Lattcrl)’, however, the Indian culti- 
lator has come to be better appreciated and it is 
staled that in the art of agriculluic he has little to 
learn, except the new methods which scientific 
progress has taught. In 1889 Dr. yoclckcr, con- 
sulting Chemist to the Royal Agricultural Society of 
England, was deputed to make inquiries .ind suggest 
improvements m respect of Indian agriculture. And 
he wrote ; — On one point there can bo no ques- 
tion, viz., that the ideas generally entertained in 
England, and often given expression to even in In- 
dia, that Indian agriculture is, as a whole, primitive 
and backward, and that little has been done to try 

and remedy it are altogether erroneous At his 

best the Indian Ryot or cultivator, is quite as good 
as and in some respects the superior of the average 
British farmer, wdulst at his worst, it can only be 
‘said that this state is brought about largely by an 
absence of facilities for improvement wdiich is pro- 
bably unequalled in any other country, and that the 
■'R^fot will struggle on patiently and nii-coraplain- 
' ingly in the face of difficulties m a way that no one 
else would. Certain it is that I, at least, have never 
seen a more perfect picture of careful cultivation, 
combined with hard labour, perseverance and ferti- 
lity of resource, than I have seen in many of the 
halting plahes in my tour.” The position is pithily 
summed up m the following significant utterance of 
^ His Most Gracious Majesty the King-Emperor 
‘ “The cultivator has always been patient, laborious 
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and skilful; though his methods have been based 
Upon tradition. Latterly the resources of science 
have been brought to bear upon agriculture and 
have been demonstrated in a very short time.” 

36t Village Economy. — ^The Indian village is 
generally self-contained unless where it has been 
brought into close contact with the outside world 
by the railway. The importation of machine-made 
goods and their diffusion throughout the country, 
have disorganized the self-suflScing organization of 
villages. On a preceding page we have shown the 
traditional occupations of the inhabitants of villages 
and that represents the normal rural situation. But 
the village organization is fast undergoing a change. 
The traditional skill of several classes of artisans 
finds a steadily diminishing demand owing to the 
introduction into villages of manufactured articles, 
Indian or foreign. They are, therefoie, thrown back 
upon the land which some of them own and thus 
press upon the soil except where new tastes and 
wants provide them employment in their old industry 
adjusted to changing circumstances. 

The caste of each worker determines for him the 
occupation he will follow. Though some people will 
disdain to touch the plough, * it may be noted that 
agriculture, including field labour is the occupation 
which has drawn away most of those who have desert- 
ed their traditional callings.' There are, again, various 
occupations, which are not specially earmarked such 
as service iind^ Government, the learned profes- 
sions &c., which persons of all castes seek to follow; 
and with the spread of education the competition 
for eraplo5'ment in these directions Vvull become in- 
creasingly seveie. The struggle for existence and 
spread of education are two great solvents; and. 
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lliey are loosening the rigidity of caste organization. 
Thus the higher classes among the Hindus, e. g, the 
Brahmins, are taking to trade, and such occupations 
as tailoring, carpentry, &c , arc no longer barred 
to them. Owing to a lack of demand for their 
goods, the hereditary skill of several artisans has^ 
deteriorated and it is only to satisfy the simple wants 
of village people that rural craftsmen ply their in-^ 
dustnes. 

37. Factory Labour.— Even in Western 
countries where the factory regime IS m full suing, 
we witness in industries what is called a ' regressh o 
evolution,’ and manual labour, assisted perhaps w ith 
improved tools, is often preferred to work done with 
the aid of machinery. In India, the machine is the 
exception and manual labour the rule, in spite of 
the fact that in large centres like Bombay, Calcutta, 
Cawnpur and Ahmedabad numerous factories have 
been started. The labour employed in factories is, of 
course, of a different character from that engaged in 
agriculture, the domestic industries and the handi- 
crafts. Much of it IS, indeed, highly skilled and its 
efficiency is considerable. It is not easy to calculate 
the number of people employed in the two different 
types of industries. The latest census report, however, 
gives specially collected statistics of persons engaged 
in factories which employed twenty or more persons 
on the date of the census. There were, in the whole 
of India 7,113 such factories employing ?•! million 
persons, or 7^per mille of the population Of these 
21 lakhs workmen, 5,54,778 weieieturned as skilled 
and 14,80,815 as unskilled. There were 38. females 
per 100 males employed m the factories. The 
plantations alone were responsible for 7. lakhs of 
Workers and mor? than 5^ lakhs were employed in 
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textile industries, mines providing employment for 
about ^ 2 i Jakhs. Railway workshops, 1 in number, 
gave eniploj^ment to 98,72 3 persons, and of these 
65,4 60 were skilled workers. Of the 7jlX3 factories 
mentioned above, j 4,5 69 use mechanical power and 
are responsible for the employment of J.S Jakhs of 
workmen out of a total of 21_lakhs. It may have 
been observed that the proportion of skilled to un- 
skilled labour in factories is as 1. to 3 . What we 
have said above of agricultural labour applies, to a 
ceitain extent, to labour in factories also. Several of 
the mill-hands in Bombay, for example, have their 
bits of land, perhaps the common property of a 
joint family, and they return to their rural homes at 
the beginning of the rainy season. They lend a help- 
ing hand to the folk at home in agricultural opera- 
tions and on the close of the season return to their 
urban occupations. These migrations disturb the 
work of the factory and the employer is annoyed by 
the absence of so many hands at regular intervals. 

3S. Traditional Training. — In the case of 
the old industrial arts, as we have pointed out before, 
though there is yet much latent skill and efficienc}’’, 
they have little scope for expansion, and with a 
' steady diminution in the demand for products of 
indigenous manufacture, they are slowly but surely 
disappearing. The need of new industries and of a 
modification of the forms of the old ones, is being 
keenly felt, and it has become necessaiy to adjust 
technical and industrial training to the changed 
'circumstances. The traditional method of industrial 
training may thus be described : — “ The child learns 
his hereditary craft from his father or is appren- 
ticed to a mistri, oi master craftsman, who is often 
a relative of the pupil, There is no regular fee» 
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atid a small present is often paid to the owner or 
foreman of the shop, and in some trades a religions 
ceremon)’’ may tahe place at the time of apprentice* 
ship. The child begins his work at a very early 
age ; at first he is expected to undertake the menial 
duties of the shop and is put to cleaning the toolsj 
later he begins to perform the simplest operations 
of the trade. There is little definite instruction, 
but the boy gradually acquires skill by handling the 
tools and watching the -workmen at their task. As 
soon as he has made a little progress, the apprentice 
is granted a small wage whicli is gradually in- 
creased as he becomes more useful ; and ivhcn his 
training is finished, he either goes out into the 
world or secures a place on the permanent roll of 
his master’s shop.” * 

This system answered well in the past, but it 
no longer suits the changed and changing economic 
iconditions in India, The workmen arc not thereby 
I enabled to keep abreast of the times, the quality 
I of their work has deteriorated and the products of 
their industry are fast being supplanted by im- 
ported articles. Except in a few cases, they can 
neither adhere to the traditional system nor avail 
themselves of the advance the world is making in 
improved methods and mechanical inventions. The 
bulk of Indian workmen are ignorant. They cannot 
understand the changes that are taking place all 
around them, and csinnot be expected to adjust their , 
activity and skill to the altered environment. They % 
are also extremely poor and theii lack of means is ' 
another serious obstacle in their way. The handloom ' 
weaver is a typical example of this deplorable condi • 


* The Indnn Y«ar BoqI , 



f'RESElTT ilEQUIREMENTS. 


n 


tion and it is a serious problem to rehabilitate him. 
^^The weavers are exceedingly poor and in the 
main rely upon m iddle men for the small amount of 
capital actually employed in their trade — they are 
ignorant and narrow-minded and averse to enquiries 
regarding the detail of their trade. Each man works 
for himself and there is little ornoeo-operation among 
them. There is no chance that anj' weaver may 
arise with an intimate knowledge of the technique 
^of the trade and with a mind suflSciently wide to 
I grasp the general trend of the economic forces 
, which are gradually driving his fellow castemen to 
i misery and despair. The only hope lies in the con- 
' duct of experimental weaving by the State with the 
jobject of working out by degrees a better system of 
production.” * 

39. Present Requirements.— -It is inevitable 
that in the steady process of economic evolution now 
‘ going on in this country, the hand workers should 
have to abandon their old callings and that improved 
' and new industries should take their place. Their 
displacement naturally excites sympathy but they 
cannot be simply preserved as the relics of a 
bygone age in an economic museum. The young, 
generation of the hand workers must be educated 
and trained in new methods and processes and must * 
be trained to use improved tools and machinery.! 
Only in this way can these classes of workers in 
India be enabled to keep abreast of the times and 
be efficient agents in the production of wealth, 
i Even though they may cling to their particular call- 
ings allowed by caste prejudices, they may be given 
scope for improvement in those very callings and 
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thus be enabled to stand outside competition. Or 
they may be trained to work in factories where their 
inherited aptitude may be suitably developed into 
up»to*date efficiency. Workmen of this type do find 
employment in mills and factories and arc able to 
earn high wages. They also can steadily rise to 
higher positions and become foremen and even 
managers and employers. 

In textile mills, mines, factories and railway 
workshops, a training suited to the different trades, 
is essential to make efficient workers, and in India 
as in other countries, honest, active and intelligent 
men are promoted to responsible and remunerative 


places. But in this country, the higher and the 
intelligent classes usually take to the learned pro» 
fessions and the too literary character of our educa- 
tion has created a large amount of unemployment 
among them. A number of technical -schools do 


exist and some of their products secure employment 
in the factories. An adjustment, however, between 
industries and technical institutes has not yet taken 
place, and there are numerous young men who have 
received technical education but fail to secure suita- 
ble employment. While there is a popular demand 
, for the establishment of tachnical institutes, large 
and small, in all parts of the country, there is a 
complaint on the other side that the supply of tiain- 
edmenis already larger, and any addition to it 
must increase the army of the unemployed. 

JCO. Technically TrainedMen.-The view is 

held by many that ^i£ it is admitted that in every other 
country technical education has followed the organi- 
zation of industries, or grown up alongside with 

f ^ necessary comple- 

nt to industrial efficiency, it ^is obvioiis that in a 
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country where few industries are established, the 
wholesale education of Indians could only result in 
an excess of young men trained up for posts which 
do not exist, and for whom no suitable occupation 
can be found.' Employers of trained labour like- 
v,use complain that the men produced by the techni- 
cal institutes are not suited to the kind of work 
they are expected to do in factories. The men, it is 
said, want high salaries, even from the very start, 
and are averse to working with the hand. They are, 
therefore, condemned by the employers as useless 
people. For the higher kind of work they are not 
wanted and for the lower grades of labour for 
which there is a demand, they are not suited. This 
is the burden of the complaints which employers 
had to make to Lieut-Colonel Atkinson and Mr. 
Dawson who were deputed by Government to make 
an inquiry into the subject. 

Opposed to this view is the other according to 
which employers of labour in India have a strong 
and by no means an unselfish prejudice against 
technically trained men and that they want to employ 
low-paid workers. “ Even in existing conditions the 
field for employment is large if the exclusiveness of 
some of the employers is overcome. The railways 
and navigation companies, for instance, provide an 
increasing number of .berths to men trained in the 
technics. We have now about, 33,000 miles of rail- 
way in India and the mileage is expanding. This 
must have a large room for employment if only as 
foremen, drivers, fitters, guards, carriage builders 
and engine ‘^makers. There aie very few Indians 
now employed. They have not had their chance in 
this line. The navigation companies too do not now 
employ them, except in the lowest rungs of the 
so 
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service. Ship-building is not undertaken in India 
and yet the time will come when an attempt will 
have to be made Tho growing mills, tho busi- 

ness houses, the banks, the engineering firms and a 
jhost of other special institutions that could be named 
could employ for years to come almost all^ the 
' material turned out by tho technical institutions, 

/ either now existing or which may be started in the 
' course of the next few years."* 

Prospects. — On railways, and in mills and j 
factories, there is undoubtedly a growing demand \ 
for trained men and in several of them the relatives J 
of the employes are trained. The inhabitants of ^ 
certain provinces and the members of particular 
castes are declared to be peculiarly fit by nature for 
technical education. Members of the artisan classes 
are preferred by employers, one of whom stated that 
the men required in the textile industry were men 
recruited from the lower classes and educated up to 
about the middle standard — men who \\ ere accus- 
tomed to hard work by tradition and had not been 
spoilt by too high education.” Employers seem to 
be willing to take up apprentices if young men of ' 
the right type are willing to learn under the condi- 
tions ofEered, and suitable provision may also be 
made for technical education in special schools or 
institutions attached to factories. 

» The spread of elementary education is the first 
^eed of the country, and the system of elementary 
education must be linked up with general technical 
and industrial education. With intelligent and trained 
labour several of the existing industries may be im- 
proved and rendered profitable while the efficiencv 

* Report on the Inquiry concerning the euinloymcnt o£ technically 
trained Indians 
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of new ones may be materially increasedi For the 
higher grades of workers a little more education and 
actual experience in factories combined with techni- 
cal training, is needed. And as to the work of 
, supendsers, managers and organizers, technological 
institutes of a higher type like the Victoria Jubilee 
Technical Institute in Bombay, and the one pro- 
posed to be started in the United Provinces, are 
obviously necessary. Men so trained must also got 
scope for the use of their education and ample 
oppoitunities for rising to higher positions in in- 
' dustrics. 

In agriculture too, special training will go a 
long way to improve the efficiency of the farmer, 
and provision is being made for this by the starting 
of vernacular agiicultiual schools for the sons of 
cultivators, notably in the Bombay Presidency. The 
common agriculturist does possess great skill, but 
his industry cannot be made more remunerative and 
productive unless be knows how to apply improved 
methods of farming. Skill, that is to say, practice 
and a certain amount of knowledge, is required by 
the man who drives a plough or a cart or who 
sows or reaps or irrigates or weeds ; and this skill is 
acquired in a very high degree by the cultivator’s 
children as they help their father and learn from 
,him. But the art of agriculture has to move with 
|the times, just as. handicrafts must move : new crops 
;have to be grown and old crops given up : new 
tnethods, new tools, and new implements are re- 
quired in order to secure the greatest possible pro- 
duction from the 'land ; and the cultivator cannot 
teach his sons about these things, which he does not 
know himself. And so arises the need for some kind 
of education which shall teach the cultivators’ cliil- 
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dren the new knowledge they require without inter- 
^fermg with the training they receive from their 
' fathers.” * 

42. Shortage of Labour.— We shall , have 
more to say concerning the condition of labouri 
urban and rural, m a later part o£ this book. Hero 
we shall notice one or two points only with respect 
to the supply of Indian labour. The general com- 
plaint about the shortage of labour on the part ot 
employers, has been already noticed. Like the Black 
Death m England, the l^lague has taken a hcav>* 
toll of the lives of the workiiig population during 
the' past twenty years. This epidemic, along with 
malaria and other diseases, has produced big 
breaches in the ranks of labourers. But the 
fact th'^it workers are not readily available or 
available at the old rates of wages, ought not to be 
taken as an indication of any shortage of labour. 
And here W'e are confronted with the paradov that 
while thousands of coolies emigrate to distant colo- 
nies as indentured or free labourers, employers of 
Indian mills and factories have to complain of n 
shortage of labourers. But we know under what 
conditions the emigrants go thousands of miles 
beyond the seas, and, after all, their number is a 
drop in the ocean when it is compared with 
the total labour supply m India. In the first 
place, the rising prices of food grains and 
other necessaries, must make labour dearer, and 
enaployers^ have no right to expect workmen to be 
satisfied with the old rates. Secondly, though it is 
no easy to induce the ignorant Indian labourer to 
move ou o his village and seek employment at 

• An Introduction to Econoimcs -W. H Mprelan^. 
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distant places, the prejudice against migration is 
seen to disappear. More than ten lakhs of Indian 
labourers are to be found working on the plantations 
of the 'V'arious British Colonies and thousands migrate 
from one province of India to another. 

Leaving aside the kind of migration which has no 
economic importance, we have to note that ^the large 
streams of migration from Beharand Orissa, the 
United Provinces, Rajputana and Madras are specially 
noteworthy. These provinces supply the requisite 
labour to the fertile plains of Bengal, and the still un- 
developed Assam and Burma. Not only are the fields 
of Bengal capable of supporting a larger population 
than is now to be found in them but the insanitary- — 
condition of the province aids further immigration 
by decimating or disabling the existing labourers. 
Of the 14,00^000 emigrants in Bengal, only a fifth 
arc the natives of the contiguous province of Behar 
and Orissa or Assam, showing thercb}'^ how attrac- 
tive its factories and lands have been to tho re- 
sidents, of even the distant United Provinces and 
Rajputana." * 

^3. Potential Supply.— Though the attrac- 
tions of such industrial centres as Bombay, 
Ahmedabad and Calcutta, draw labourers from far 
and near, there is a very large potential supply 
to be found among the classes known as * untouch- 
ables/ For centuries they have been _r6l®&flted 
to a condition of serfdom, and on account 
of the religious and social prejudices against 
them — the result of historical causes — they could 
not be counted upon to man the labour force which 
is required to carry on new industries started all 


S. Kapsath ; Tb? Census o£ " 
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over the country. Standing on the lowest rung o£ 
the ladder o£ Hindu society, the untouchable classes p 
have no religious scruples which hamper the migra- 
tion of the higher castes to distant provinces and 
abroad. Large numbers of these, therefore, go as 
coolies to Ceylon, Burma and Federated Malay States. 
Among these classes, therefore, wc have an unlimit- 
ed potential source of labour power, and as their 
number is estimated at no less than six crorcs, Indian 
industries need not suffer from a shortage of work- 
men. Caste prejudices against the employment of 
these people well die out and ought soon to die out, 
and economic forces well combine with h umani- 
tarian and patriotic considerations to prevent so 
much human power from going to waste. 

The members of the depressed classes who arc 
shunned by high class people, arc found to become 
respectable domestic sen ants and operatives. To- 
day, they are in an extremely u retchccl “condition, 
their habits are filthy and their surroundings arc 
forbidding. Several of them, however, have been 
the traditional servants of the village community 
and are characterised by honesty, stundincss and 
phl'^cai endurance. Some of them have lands 
given to them in lieu of village scrMce and arc thus 
cultivators. Others earn a living by making ropes, 
baskets and so forth. Tannmg and curing liides 
gives employment to some, while others""~work as 
scavengers. Theuork of uplifting them, which is 
being carried on by philanthrophic people and 
social^ reformers, has an economic significance. 
Both justice and economic needs requiriT that the 
depressed 'Classes should be raised from the sloughy 
of degradation into which they have been allowed'*” 
to fall. The old system of specialization undev 
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tvhicli the caste of a person determined his profes- 
:jsion, is slowlj^ giving way before the ^vent of the’ 
new iiegime, and the old barriers of caste and pre- 
judice being removed, all people must get opporj* 
tunities to better their social and economic position 
by doing work for which thej^ are fitted. 

(Criminal Tribes.-— Members of the de- 
pressed classes have all along been servants of the 
village community, performing the duties entrusted to 
them. Several of them have vatan lands given to them 
and they arc paid by the community for the services 
they render. Some of these classes also earn their 
living by making baskets, ropes &c. Owing to the 
administrative and economic changes which are 
taking place in the village organization and public 
life, these classes arc fast losing their traditional 
employment. If they are, therefore, given education, 
they can be made, as we have said above, to take a 
share in the new industrial organization by working 
in mills, factories, workshops &c. Besides these 
depressed classes, again, there are the criminal tribes 
scattered all over India. They lead a vagrant life 
and arc a menace to the peaceful population of our 
villages. The work of reclaiming these people has 
been recently undertaken by Government, and 
missionary effort is also in the field. These men 
can be weaned from their immoral and criminal 
habits and I5e"made to live useful lives. They can 
be taught certain trades and thus may become useful 
members of society instead of parasites and habitual 
criminals. 

Only one illustration of how the criminal tribes 
may be reclaimed and be trained to contribute to 
the production of wealth by taking up decent trades 
will here suffice. An interesting experiment to 
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control and reform the criminal tribes of the Bijapnf 
district has been recently made under the auspices 
of Government by Mr. O. H. B. Starte; i. c. s.. With 
the co-operation of the officials and the gentry of 
the district, and particularly of certain employers 
of labour, he has been able to turn Chhaparbands, 
Haran-shikaris and Ghatichors into mill-hands, 
masons, and agriculturists. “In addition to the 
Chhaparbands many members of the criminal tribes 
of the Sholapur district vrere recently placed in the 
mills, so that at the present time there are about 
776 members of the criminal tribes working in one 
or other of the Sholapur mills. In 1912 some Glmnti- 
chors were placed in the Southern Mahratta Spin- 
ning and Weaving Mill, Gadag. There are now 121 
Ghantichors employed in the mill, , Another settle- 
ment has been started at Gokak Falls, chiefly for 
the criminal tribes of the Belgaum district. There are 
at present 386 Korchas, and Guzerathi Bhats working 
in the mills. The fact that nearly all of the mills 
employing these criminal tribes are willing to accept 
more of the same class of labour, is a satisfactory 
testimony to the results of the attempt. In view of 
the difficulty m finding sufficient hands \vhich is 
experienced by most mills throughout India, the 
experiment would seem to be important as by it a 
new source for recruiting labour is opened out.’"^ 

^5. Wsist&cie of X4Sil]our IPower— There is a 
large amount of labour power, actual and potential, 
which may be thus utilized to the immense advantage 
of the country. Some of the classes' who at present 
contribute little to wealth production, have been re- 
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ferred to above. There aie several besides them 
whe live on the profession of begging. With them 
it is a hereditary profession, and they think they 
can not do and ought not to do any thing else. 
Indians are an extremely charitable and hospitable 
people, and very often it is not a discriminating 
charity they practise. This [piety is expl^oiited by 
many a mendicant who does not regard begging dis- 
respectable. The mendicancy takes various forms, 
more or less associated with the religious ideas of 
the people. Most of the mendicants do not know 
the dignity'of labour and pretend to feel offended 
if they are asked to earn their bread by the" sweat 
of their brows. 

, The so-called sadhus who go about from one ^ 
.shrine to another and Jive upon the industrious, are' 

. a great problem. The idle lives led^by monks and ' 
priests, haVe provoked a reaction in the public mind 
in all countries, and the abuses' of poor relief, in 
England' are well known. The drones ^who live on 
the piety and <jharity. bf villages and towns, will 
steadily find their position getting more intolerable " 
in the struggle ' for existence ^yhich is becoming 
keener every-day, but to-day, they represent so 
much wastage of labour power, , . . 

, Caste restrictions . which prevent persons from 
taking' to a trade to which they are -not born, also 
Jiiyolye iWaste vand loss of efficiency. /Supply* of 
labour ffoes not readily respond to demand^ and the 
^productive power of the country suffers.' i Certain 
•trades which, in other countries; . are, indifferently 
1 pursued by all’ persons, are in 'India, confined' to 
particular castes, and are -looked upon as degrading 
-^by others. ;; Mahomedans and other 'non.Hiridus are - 
not haihpered" by ’ such restrictions, and /hey are 
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seen easily adapting themselves to the situation. 
But as we have observed before, caste distinctions 
are gradually becoming less rigid in the cconcmic 
sphere, though socially they arc still very effective. 

46. Summary.— The scarcity of labour which 
employers complain of, is only apparent, and the 
potential supply is almost unlimited. The growing 
use of labour-saving machinery will, by itself, give 
considerable relief. If emplojxrs provide healthy, 
congenial and attractive conditions of worlr, they 
will get all the labour they require. Population, it 
seems, is pressing on the soil and though the ordi- 
nary man is wedded to his village and to his piece 
of land, he may be induced to migrate to a distant 
centre of industry. There are numerous instances 
of such migrations from one district to another and 
from the country side to towns. 

It is indeed a serious matter to consider whe- 
ther the creation of a proletariat is desirable. But 
m the face of the present situation, the develop- 
ment seems to be inevitable. The weaver working 
at his loom, the potter manipulating clay on his 
wheel, the oil-maker busied with his primiti\e 
press, n ill be ousted from their traditional trades 
and will join the ranks of factoty hands. Some of 
the indigenous industries may be saved and be conti- 
nued in an improved condition, and the use of 
po\ier and efficient tools, will help workers to 
maintain their autonomous condition. 

In every trade, however, education and train- 
ing are badly required. Workers in the old indi- 
genous industries were and are highly efficient. 
But the changing tastes and wants of the people 
are creating a demand for commodities they cannot 
produce. An adjustment must, therefore, take place 
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between the two. Elementary education must 
become universal and must be linked up to techni- 
cal and indnstrial education. The value of this 
education is appreciated by employers as it results 
in increased efficiency, but little provision has yet 
been made in that behalf. A scheme of general 
education, which will develop in children the power 
of observation and assimilation, to be followed by 
specialised education and actual training in a fac- 
tor}’’, will have to be devised for the sons of artisans 
and must be adapted to the needs of agriculture. 

Unskilled labour is much in demand at present > 
and commands high wages on railways, docks, 
canals and elsewhere. There is an equally large 
demand for skilled labour, and the trained workman 
has opportunities to rise to higher grades. The 
requirements of mills and factories will provide a 
larger scope for men who have received higher 
technical and scientific education. There is an 
overcrowding of the professions, and educated young' 
men must be drawn to the fields of industry and 
commerce. Some of them have received training 
in foreign countries, and they must occupy the 
higher posts in the factories. The prejudice which 
exists against them, perhaps justified in a few cases, 
will disappear and technically trained men must 
occupy their proper places in industries. Indian 
eihployers are expected to give qualified young men 
opportunities to earn their salaries by the greater 
efficiency which they will bring about. And the 
latter will justify their employment in posts for 
which imported and highly paid labour is engaged. 
The young men too must not hesitate to take their 
coats off and be ready to work their way up and must 
falsify the complaint of the employers that tech- 
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'nically trained Indians have usually a bone deve- 
loped in their backs which docs not allow them to 
bend for actual hard work. Educated young men 
are seen to-day drifting and being ship-wrecked on 
unremunerative and unsuitable careers. A growing 
number among them ought to prepare for and bo 
absorbed by industrial and commercial careers. 
They will thereby help to create more W'callh in 
the country and to earn a decent share of it for 
themselves. 
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Mr. James Mackenna : AgYteuUure tn. Inita y Keatinge : RuYal 
Economy tn iht Bomht^ Deccan ; Dr H H Mann : Economtcs of a 
Deccan Village , H. F Howard • Inita and the Gold Standard, Reports 
of Royal Commissions on Famines , Reports on Joint Stock Companies 
tn Inita , Statistical Tables relating to Banks tn India .SC. Roy s 
Agricultural Indebtedness and its Remedies ; Reports on Co-operative 
Credit Societies tn Inita , Reports on inquiries into the condition of 
various indigenous industries^ carried out under the oiders of Provincial 
Governments. 

What is Capital 7 — Besides the intel- 
lectual and manual labour of man and the 
forces of nature, there is a third factor which is 
essential to the production of wealth, and, that is 
capital. Man working with his hands on material 
provided by nature, may produce commodities, 
but even the most primitive forms of production 
pre-suppose the use of instruments, weapons, and 
tools. Though capital itself is produced by human 
labour, it is a distinct factor of production and oc- 
cupies a very important place in modern organiza- 
tion of industry. Mere kibour and powers of nature 
are not enough; there must be some pre-existing 
wealth available to enable the worker to maintain 
himself while new forms of wealth are being pro- 
duced and to assist in the processes of production. 
The creation of wealth is the creation of utilities, 
and it involves activity intended to secure a surplus 
by augmenting utilities and diminishing costs. The 
cultivator, the weaver, the potter, the blacksmith, 
the tailoi, have all of them to use capital without 
which their trade would be impossible, and the 
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nection.^ The Deccan Riots Commission obseivetl 
with reference to the indebtedness of the land- 
holding classes as follows: — “The estate of an 
ordinary kunbi ryot, evclush'e of his land and its 
produce, has been estimated by competent authority 
to be of little mqre than Rs. 200 in selling value; it 
will be somewhat as follows: — 



Rs. 

Live stock 

... 325 

Implements and utensils 

... 20 

House ... ... ... 

... SO 

Miscellaneous 

... 20 


lotai ... 215 

We are not here concerned with the causes of 
the rayot s indebtedness. The fact of it is patent, 
and it is bound to affect prejudicially the produc- 
tivity of his labour. The indebtedness is often a 
legacy left by the forefathers of the cultivator and 
he IS heavily handicapped. There is practically 
little surplus left after the expenses of the main- 
tenance of his family are deducted from the gross 
produce, and it is with the greatest difficulty that he 
can meet the Government assessment. "It 1ms been 
estimated that the yearly cost of food necessaries 

Admitting that the food consumed by his family 

estimated yield of 
receipts 

from sm acres-two of each kind of soil-will leave 

• Tbs subject be treated at greater length rp a Ipter chapter. 
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h very narrow margin for Government assessment , 
and expenses, amongst which the interest on the 
sow’kir’s loans in hard 3 'ears must count as a current' 
and unavoidable charge.'”* The Famine Commission 
of 1880 found from evidence collected from all parts 
of India that about one-lhird of the land-owning 
class were deeply and inextricably in debt, though 
not be 5 'ond the power’^ of recovering themselves. 
An analysis of the em.barfassment of twelve villages ' 
revealed to the Deccan Riots Commission the fact 
that about one-third of the occupants of Government 
land were embarrassed with debt, that their debt 
averaged about eighteen times their assessments 
and that nearly two-thirds of the debt was secured 
by mortgage of land.f 

Agricultural capital takes the form of water 
supply, seed, manures and implements. As to the 
first of these, rainfall is precarious and insuflScient 
over large tracts of the country, and the agricultural 
industr)’- is often at the mercy of nature. Lands 
irrigated by canals and -wells are in a fortunate 
position, and in them the condition of agriculture is 
comparatively satisfactory. Of about 225 million 
' acres of cropped area m British India, not more 
' than 47 million acres are irrigated. " The total area 
irrigated in 1913-14 was 49,836,000 acres, as against 

45.539.000 in the preceding year. Of this 18,271,000 
acres w'as irrigated from Government canals, 

2.175.000 acres from private canals, 6,384,000 from 
tanks, 13,867,000 from wells, and 6,219,000 acres 


* Report of the Deccan Riots Commission, i875. 
t Very interesting results in this connection ha^e been armed at by 
Dr. H. H. Mann in the inquiry he has made into the economics of 9 
Deccan %’illagc. 
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from other sources of irrigation. In India irrigatioii 
on an e'^tenshe scale is ordinarily resorted to in 
tracts where the rainfall is most precarious. In Lower 
Burma, Assam, Eastern Bengal and ou the Mala* 
bar Coast (including the Konkan) v^hc^c the rainfall 
is ordinarily heavy, the crops hardly need the help 
of irrigation unless there is unusual scarcity of rain. 
Of the total area irrigated in 191 3-H, 24 per cent, 
was m the Punjab, 21 per cent in the Madras Pre- 
sidency, 25 per cent, in the United Provinces, 9 per 
cent, in Behar and Orissa, 7 per cent, in Sind and 
the remaining 14 per cent, m the other rrovinccs."t 
The following figures will be found interesting in 
this connection : — 


Proportion of Irrigated 
to Total Cropped Area. 


Smd «e* •«« 



80 

per 

cent 

Punjab 

• «» 


47 


ft 

North-West Frontier Province.. 

37 

» 

if 

United Provinces 

««• 

«•« 

55 

)> 

ft 

Ajmer-Mew’ara 

• •• 


29 


ft 

Madras 



29 

» 

ft 

Bihar and Orissa 

• •• 

• •• 

16 

» 

it 

Bengal 


• •• 

9 

}f 

ft 

Burma 

• •• 

«»• 

8 


ft 

Assam 

• •• 

• •• 

6 

>} 

tt 

Bombay 

• •• 

• •• 

4 

)t 

ti 

Central Provinces 

and Berar 


4 

ft 

tt 

Coorg 



3 

ft 

tt 

Manipur 



3 

ft 

tt 


7 AgncuUural Statistics of Ia<3ii, I9i3.x4, 
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59. Improved Implements.—Well irriga- 
tion means a considerable outlay of capital to 
which only a few cultivators are equal ; and 
unless there is an assured supply of water, rich 
manures cannot be employed. The question of in- 
ducing the Indian agriculturist to make use of im- 
proved implements and machiner)'- is surrounded 
with difficulty. The iron plough is coming more 
largely into use, but the same remark cannot be 
made about agricultural machiner)' in general. 
** Much success has, undoubtedlj”, been obtained in 
the introduction of grain winnowers, cane-crushing 
machinery &c. But in recommending the introduc- 
tion of reaping machines or heavy English ploughs 
caution is nccessnr)'. Reaping machines may be 
useful on large estates where labour is scarce, but 
the whole rural economy of a tract where population 
is dense, may be upset by their use. A large amount 
of cheap labour which ordinarily does the reaping is 
thrown out of employment : the gleaners lose their 
recognized perquisites. In the case of heavy ploughs, 
the advisability oTdeep ploughing has first to be 
proved. In both cases the capacity of the available 
cattle and the difficulty of replacing broken spare 
parts and of enrr} mg out repairs are serious obsta- 
cles to the introduction of foreign machinery. As 
in the case of plants, the improvement of the local 
material which' the cultivator can himself make and 
repair .and which his cattle can draw, seems the more 
hopeful line of improvement.”* 

It is weil-kuovn that agriculture does not pro- 
vide much scope for the use of machinery. Yet 
raachmery is coming into larger use on the bigger 


' Agriculture 'n Irdj? * fcj Mr. J-imes Moctenn^. 
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farms and in industries connected with agricuUnre 
Ginning and pressing cotton, tlic crushing of sugar- 
cane, pressing of oil from seeds, manipulating opera- 
tions m connection with ground nuts, as well as tue 
lifting of water from wells and rivers— these ca 
for the use of machinery and motire power. Ims 
development has given rise to a new industry ana 
iron water lifts and crushers arc being turned out m 
small factories in various parts of the country. The 
increasing demand for cotton, sugar, oil seeds an 
the high prices which these command in cjctcrnal 
markets, have encouraged the use of machinery m 
the industries connected with these raw materials. 
The foPowing account of tendencies in Madras will 
prove interesting 

‘‘During the past ten years the incluRtrial tendencies 
in the Madras Presidency have mainly cxhihilcd themselves 
in the supercossion ol hand labour by machinery driion by 
power derived from stoam or internal comhustton engines. 
The main factor has been the dovolojment of tlio nso of tho 
intonial combustion engine, which enohios small quantities 
of power to bo generated Loth cherply, and by methods 
which requite no great emount of technical elall to supor- 
vise. In tho deltaic districts of Godavan, Kislnn and tho , 
Cauvery, which ato almost wholly given up to tho cultiva- 
tion of paddy, the primitive methods of husking by hand 
have to a largo extent been snporceded by modern rnnehi- 
ncty As tho result of moa«urcs deliberately taken by 
Government, there has been a similar application of motive 
power on a small scale to tho raising of water for irriga- 
tion , and finally as the result, partly of direct Govern- 
meut assistance, and partly of progressive private effort, a 
number of what may bo termed rural factories have como 
into esisteuce, which use machino processes usually on the 
smallest scale that it is practicable to employ them. Such 

ac ones employ machinery for ginning cotton, crushing 
sugar-cane, extracting palmyrq fibre, pressing oil seeds j 
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sn dcutting timber. In the towns power is being 
similarly employed in an even more varied manner.’^'* 
In towns and cities, machanical power is being 
employed for pressing oil, making flour and for 
such other purposes. Flour mills are becoming 
very popular vdth the mass of people in towns, and 
gins have almost entirely superceded the domestic 
industry in which women were engaged. How the 
small industries may be improved if capital is made 
available to the artisans on easy terms, is de- 
monstrated by the way in which the sewing machine 
lias come into extensive use in the tailoring trade 
during the last generation. 

50. . Hgrlcultural Capital. — Capital is thus 
the most urgent need of the cultivators who form 
the bulk of the population and whose industry is the 
premier industry of the country. The agriculturist 
is certainly able to secure loans from the village 
money lender, but at exorbitant rates of interest ; 
and therefore the capital thus borrowed cannot 
prove very productive. What is true of the common 
cultivator is likewise true of the artisan class gener- 
ally,- Money lenders are shrewd business men, and 
they secure themselves against the risk of the loss 
of their money by exacting high rates of interest, 
by a mortgage of property, bj’' the imposition 
of high prices and in other ways. Speaking of the 
conditions in a typical dry Deccan village Dr. Mann 
observes : — Ver)’^ little advance in implements and 
methods seems to have been made though some new 
crops have been introduced in recent years. As to 
the implements of cultivation, a complete set such 
as is used by the people would cost about Rs. 40 
and they are all made locally from beginning to 

* Census Report, i9n poge^af, i 
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management of e^rpcricnccd and wcll-knoun m- 
dustnahsts, rarely fail to attract the requisite 
capital, most of which, hovvcvcr, comes from the 
commercial and the professional classes. 

52. The Hoarding Habit.— Jiudi has been 
made of the hoarded wealth of India, and c%aggcrated 
views are held about its size. It has been estimated 

at anything between 500 and 800 crorcs of nipccs. 

isy hoarding is, of course, meant the habit of allowin'^ 

V making an uui cmuncrative 

use of what might have been employed in the fur- 
ther production of wealth. Some wealth of tins 

cortainly be converted into 

«rtom cH ’’1'’?'° “’""'■5' 3'< 

Si S “ ''“^‘"""5' P"'*™ »n<5 <io 

of the M Mifl'l’ ^71" highest cstimnto 

hat Its amount does not oxcood Rs. 2 , per head oE 
oamtaTmcl ™’ ‘1“^ “wage per 

and theshftrE>V ^ landlords, 

the population 

the fart that Up c^^tremoly small. Apart from 

nrgently required^^fo boarded wealth is 

‘»o 

the hoards o£ other conntr" ”^1? compared ivith 
andshow IS inherent n Pondness for pomp 
“fe not different in this Indians 

-The habit o£ holu P^P’®' 

“d the absence o£ a strof hy insecurity 

’'"ootostentetionla “nd by a 

“Wagefoai, to iSt^=P'?P- Tho hoard of an 
y lodia consists of the trinkets on 
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the persons o£ women and children and rarely of men. 
Education will cure the Indian population of this 
love of ornaments but even in progressive countries 
fashion dictates the locking up of a large amount of 
wealth in jewelry. In India jewelry has been the 
average person’s bank which 5’ields no interest and 
does not alwa3’’s ensure security. But it is the easiest 
and the most convenient method of saving and keep- 
ing wealth, m the absence of a knowledge of the 
advantages of banking. The trinkets are given as a 
pledge to the monej' lender and on their security 
loans are raised. Even people of the middle class 
have often to resort to this method of raising capital. 
As soon as the purpose for which the jewelry was 
mortgaged is fulfilled, the profits are once more 
converted into ornaments. With the establishment 
of peace and orderly government under British rule 
has come security of life and property, and ornaments 
need no longer be the deposit bank of any class of 
people. But it is ignorance and a lack of banking 
facihties that still stand in the way. 

53. Conditions of savins.—There are other 
conditions besides security of property which make 
accumulation of capital possible. The income of 
individuals and communities must be sufiBcient to 
enable them to lay by wealth for future use. Fore- 
sight and thrift are also equally necessa^J^ There 
are people who lake no thought of the morrow and 
do not realise the importance of providing against 
a rainy day. The ambition to live a life of indepen- 
dence and ease and to make provision for the proper 
bringing up of children, is likewise an important 
factor. In backward communities and classes these 
motives are absent or feeble Instances are not 
wanting in India of people who will stmt them- 
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selves to provide for the education of their childrcu 
or to leave to them a decent source oi! income. 
The indebtedness o£ the common rayat shows that 
this motive is not strong in him, but it is more the 
result of his poverty than of cMravagancc. 

Under the modern industrial organiralion, 
wealth is coming to be concentrated in a few hands, 
and the margin for saving is so large in their case 
that they do not know what to do v ith the sur- 
plus. There is no true abstinence in their case be- 
cause there is no sacrifice involved. People will not 
also save unless they have the means of securely 
depositing their savings or can use them remunera- 
tively. There must, therefore, be sutTiciont scope for 
investment as well as satisfactory provision for the 
safe keeping of the savings, large and small. These 
opportunities are now opening out before all classes 
in India, and co-operative societies, pint stock com- 
panies and commercial undertakings v hich are ris- 
ing up in all directions, are an unmistakable proof 
of this development. 

59. 6apital as a power. — The conflict be- 
tween capital and labour, which has become extremely 
keen in western countries and the socialistic move- 
ment which has spread widely in the world, show what 


a great power capital has become m modern times. 
Capital is only one of the factors of wealth produc- 
tion, but it so dominates the economic organization 
o£ the present day that the modern industrial regime 
as been characterized as capitalistic. Though the 
■wv socialists like Karl Mars, according to 

cause of value and is there- 
"Whole reward of production, are 
f eelmnr indicate how strong is the 

that has been aroused in the 
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minds o£ workers against the wealth and power of 
those who command capital and therefore labour. 
It is the concentration of capital in a few hands aild 
the wage system under which the workers feel that 
they are defrauded of their due reward by the 
employer, that have led to the revolt of labour, and 
it is to fight organization of capital that workmen's 
associations have been formed. 

In India industrial organization is vet mostly c 5 f 
the simple kind. The Jamindar or the big landlord is 
a capitalist and wields enormous power. The money- 
lender is also a capitalist whose capital is, however, 
lucrative capital. He is very often looked upon as a 
great t 5 ’rant because he exacts enormously high 
rates of interest for the capital he lends. The bor- 
rower seeks a loan for purchasing necessaries of life 
or the raw materials and implements of his indus- 
try and by mortgaging his land and trinkets often 
becomes the slave of the money-lender. As he can 
command labour, the capitalist, whether urban or 
rural, must wield considerable power and workmen, 
ignorant and unorganized, are at his mercy. 
Like the Jewish usurers of Europe, the Indian 
money lenders have acquired a bad name, but it will 
be unfair to tar the whole class with the same brush. 

If some money-lenders are extortionate and harsh, 
others are kind and considerate. And the village 
money-lender is the friend of the ra 5 ^at and the 
craftsman. The Famine Commission of 1880 ob- 
served; — “However just may be the terms of abhor- 
rence applied to the “Marwari ” or foreign usurer, it 
must be remembered that he is the product of a 
diseased condition of the community. The like 
condemnation must' not be extended to the village 
banker of the better class, with whose useful 
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services the rural communities of India have at no 
time been able to d5spense."t relations of 

capitalists and workmen are mostly regulated by 
custom, and it is only latterly that labourers have be- 
come conscious of their rights. I hey are slowly be- 
coming independent as varied avenues of work are 
being opened to them. The development, is therefore, 
from status to contract, and is the result of chang- 
ing economic conditions. 

5S. Foreign and ludigenons capital.— -We 
have already pointed out that most of the large in- 
dustries m India, particularly the manufacturing, min- 
ing and planting industries, are financed by foreign 
capital. For the construction of such public works as 
railways and canals, the State has adopted the policy 
of attracting British capital. The country has surely 
benefited by this policy in as much as those produc- 
tive works could not have been otherwise carried 
out. London is the largest source of capital for 
British colonies and foreign countries and England 
has, on an average, about Rs. SOOcroret, to lend every 
year. Capital has become cosmopolitan and also 
cheap in western countries. The railways m the 
colonies and countries like China and Turkey have 
been constructed with the help of English and 
French capital. Dissatisfaction is often e'siprcssed 
in England that so much capital goes out of the 
country every year to fertilise foreign countries and 
that indigenous industries have to starve. 

The benefits which the importation of foreign 
capital has conferred upon the Indian people is duly 
recognized, and any opposition to the emplo 5 'raent of 
foreign capital as such will be unreasonable. Capital, 


flRepoTt o£ Famine Commiision, i88o. 
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like labour, must be paid its price, and if a country 
docs not possess capital of its own, it must import it. 
*^The great mistake to be guarded against is that, 
because certain capital used in India is foreign, it 
must, therefore, do harm to the country. It has, of 
course, to be considered that we ought not to pay 
too high a price for it.”* Mr. Dutt characterises 
the employment by the State of foreign capital for 
its railways as an instance of ' the right use of 
foreign capital’, and cquallj^ right will be its use if 
only interest had to be paid on it and it wmre em- 
rloyed by Indians who would derive all the profit 
out of its employment. He therefore goes on to 
obseivc : — ^'But when we turn to the petroleum in- 
dustiy in Burma, the gold mines of Mysore, the coal 
mines of Bengal, the tea and jute industries, the 
carr3'’nig trade by sea and the financing of our vast 
foreign trade by foreign banks, we come upon an- 
other and a less favorable aspect of the question 
of the investment of foreign capital. It is impossi- 
ble to estimate accurately the amount of wealth that 
goes out of the country in this manner, though an 
approximate idea can be had of it from the excess 
of our exports over our imports after omitting Gov- 
ernment transactions.” Mr. Dutt quotes Mr. (now 
Sir Thomas) Hjolland in support of this view. Speak- 
ing of our successful exploitation of the petroleum 
fields of Burma the latter observed in a paper 
read before the Industrial Conference in 1905 : — 
“The one regrettable feature is the fact that 
the capital required to drill the deep wells has 
been raised in Europe, and the profits consequentlv 
have left the country. In the petroleum industry 




* R C Dutt: Calcuttn Industml Conference) t9o6. 
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as in so manj' other enterprises of the kind, India 
will continue to pay such an unnecessaiy^ and un- 
desirable tax as long as those in the country who 
possess money will not risk tboir reserve fund in in- 
dustrial purposes.” 


56. Summary. — Adopting a classification of 
capital suggested by ceitain economists, u c may have 
four different species of it: agricultural, commercial, 
industrial and financial capital. By agricultural 
capital IS meant not land or landed capital but the 
tools, manures, cattle &c. with whose assistance the 
farmer gets a crop out of the soil. As wc have oh- 
Mrved before, the farmer is not able to get this capital 
on easy terms and does not know how to use it remu- 

' ““P’lrah'-o inefficiency of Indian 
farming and the poor yield of the soil in this co.m- 

capital and'tr™*' scarcity of agricultural 
St'S? ’Commor- 

StZrt’/ trade of the country 

>??cot ™p'“>»“y 

Of rupees havT i "’equ^red quantities. Crores 
docks railwavt! construction of 

opTIJZf 

or the dearth 

aot, 

tbe great need of India f quantities is ' 
starving for lack of capital 1“! 
cac be started with thT\ manufactures 

a number of 'inti m capital supplied 
earned on can be 

of industrial capital doe«5 stream 

apual does not reach the small artisan 
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and he has to trudge through the ruts of primitive 
organization or be displaced from the economic 
field. There is an abundance of financial capital in 
India, mostl)” supplied by EN:change and Presidency 
Banks and, to a smaller extent, by Joint Stock Banks. 
The moving to the ports, for export, of crops like 
cotton, jute, wheat and oil seeds, is financed on a 
very large scale by these banks which also assist 
the importers of foreign goods. Though it is difficult 
to distinguish clearly between the diflierent forms of 
capital we have considered and the line of demark- 
ation is, in many cases, Very faint, the various forms 
being only aspects of the same thing, the need of 
providing capital which directly assists the proces- 
ses of industry is extremely urgent in India. 

During recent years, Indian banking has made 
great progress, and m spite of the failure of several 
Indian banks in 1913, that progress remains sub- 
stantial. The statistics relating to private and un- 
incorporated bankers, who must certainly be numer- 
ous, are not available ; but we have statistics with 
regard to Presidency Banks, Exchange Banks and 
Indian Joint Stock Banks with capital and reserve of 
Rs 5 lakhs and over. The following statistics* 
with regard to these will be found instructive ; — 


Class ot Banks 

Capital and Reserve 

Deposits. 

i9o5 

Rs 

(lakhs) 

I9X4 

Re. 

(lakhs) 

Increase 
per cent 

I5c5 

Re 

(lakhs) 

i9l4 

Rs 

(lakhs) 

Increase 
per cent 

Presidency Banks 

6,23 

7,64, 

23 

25,38 

45,66 

80 

Exchange Banks ., 

33,63 

35,^6 

65 

i7,o4 

3o,i5 

77 

Indian Joint StocR 
Banks vrith capital 
and reserve o£ 
Rs S lakhs and 
over ••• (• 

1,62 

3,53 

] 

x43 

1 

1 

i 11,99 

► 

i7,il 

43 

Total 

4i,4S 

67, o3 

n^aftur-i ar 

62 

i 

1 54,41 

1 

92,92 

7i 


* Statistical Tables Relating to Banks in Indie, l9l6. 













104 


Indian Sgonomios. 


In the case of Exchange Banhs, whose head 
offices are located outside India, and which do 
business m other Asiatic countries, deposits in this 
country only have been taken into account in tho 
above statement. The deposits of Presidency Banks 
include 'public’ or Government deposits, Exclud- 
ing these and taking the Indian deposits only of the 
Exchange Banks, we have the following figures . 
with reference to the increase of deposits m the 
banks included in the statement given above 



1905 

1914 


Rs. (lakhs) 

Rs. (lakhs) 

Presidency Banks 

22.26 

40.04 

Exchange Banks 

Joint Stock Banks 

17.05 

30.15 

(above Rs. 5 lakhs) 

11.99 

17.60 


As we have observed above, tho greatest need 
of the hour in India is that of banking facilities in 
all parts of the country and of industrial as well as 
financial capital which will be easily available even 
to classes of small producers. The assistance 
rendered by the Presidency Banks is absolutely 
inadequate and more banks must be started and 
scattered all over the country. These may not, 
however, be able to give credit for long periods as 
is required for industries, and special industrial 
banks will have to be established with State assis- 
tance. There is so much state money lying in the 
Reserves of the Government, and it may be made 
available for the encouragement of indigenous in- 
dustnes. Crores of rupees belonging to the Paper 
Currency and the Gold Standard Reserves are lent in 
England, they may be kept m India and placed at 
the disposal of enterprising men in this country, 
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' o£ course, with the necessary safeguards. How this 
supremely important object should be attained, 
whether by the institution of a State Bank or other- 
wise, is a subject worthy of the closest attention. 
There can be no doubt about the fact that the exist- 
ing financial machinerj" under w’hich village and 
town sowkars and shroffs, joint stock banks. Pre- 
sidency Banks and Exchange Banks, together 
with the co-oporative credit societies and the 
Government which make loans to agriculturists 
for improvements, supply capital to Indian trade 
and industry, is unequal to meet the requirements of 
the economic progress of the country. 

Take for instance the agricultural loans and 

^ advances made by Government to cultivators under 
the Land Improvement Loans Act of 1883 and the 
Agriculturists’ Loan Act of 1884. <^The former 
enactment authorises the grant of loans by local 
officers, subject to rules laid down by the local 
Governments for the purpose of making any im- 
provement, an improvement being defined as any 
work that adds to the letting value of the land. 
Wells take the first place among such works. Loans 
are repayable by instalments and recoverable gene- 
rally as if they were arrears of land revenue. The 
Agriculturists’ Loans Act makes similar provisions 
for advances for other purposes, not specified in 
the Land Improvement Loans Act but connect- 
ed with agricultural objects, including the re- 
lief of distress, the purchase of seed and cat- 
tle. The lale of interest on Gevernment ad- 
vances is 6^ per cent. ( one anna in the rupee ) or 
less, as compared with 12 to 24 per cent, or more 
exacted by the village money lender ; bat advances 
axe made only for specific purposes, they entail 
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more formalities than the village loan, and the re- 
payment is enforced with greater rigidity, so that in 
the past Government loans, though large m the ag- 
gregate, have not had any great influence on the 
agricultural credit of the country/'* 

This illustration shows how deficient is the sup- 
ply of agricultural capital, and what is true of agri- 
culture is also true ofothcr indigenous industries, large 
and small, particularly small. The small savings of the 
people will have to be collected m banks scattered 
throughout the country and must be supplemented 
with State money. In France, for mstanco, the State 
assists agricultural and other associations with capi- 
tal in this way. Of course, a soud system wull have 
to be devised under which the object in view will 
be attained with salety to the tav-pn^'er and con-, 
sistently with the healthy progress of indigenous 
industry and banking. 



Chapter YI. 


Organization of Production. 

REFERENCES. 

Ecorctnet of Trdmtr}’ ^ Theodore Monson: Eeonomte 
Trnrsition tn Trite. Gtnttal Report of the Census of Tnita, Report on 
tie fetnt Stock Comparus tr Tndta , Decermal Statement exktbUtng the 
Moral sni Matersal Progi'ess and Corittton of Irita; A. K Coomara» 
svtwaf Triton Idealtstr , Tmpettttl GaeetUer of Tnita^ Vot. III. Pro- 
vtnctal Reports OK the coniitton of Tnitgerous Industries, Reports on 
the organtsaiton and 'cork of Co-operattve Credit Secsettes, 

57. Industrial Evolntion,— Economists trace 
the development of the organization of the produc- 
tion of wealth through its different stages from the 
self-suflScing form to the factory regime of modern 
times. Production upon a large scale, with the 
assistance of large quantities of capital for an ex- 
tensive market, is the characteristic of the present 
day. The use of machiner)’’, the ease with which 
capital can be secured, and improvements in the 
means of communication, have produced remarkable 
social and economic efEects. The cultivator no 
longer produces for his own family or his own 
village but supplies, though unconsciously, the most 
distant markets with the produce of his field. The 
artisan is no longer an a^pnompus worker plying 
his tools at home and the owner of the commodities 
he turns out. The craftsmen, as independent workers, 
have been displaced by machinery and they have 
been reduced to the condition of people working 
for a wage in a factory owned by a large company or 
a wealthy individual- The old local and national 
markets have become extensive and international, 
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and a minute division o£ labour and concentration 
in production^ have been the result. 

When life is verj' simple, a family is self.sufB* 
cient, producing every thing it needs except per- 
haps a few articles which can be locally obtained» 
The use of machinery is boih a cause and an effect 
of a minute division of an industry into different 
operations. Specialization is to be found not only 
m connection with separate crafts but also with , 
distinct branches of the same craft. This industrial 
evolution may be marked in the economic history 
of every community and India is no exception to 
the general rule. The ' capitalist ' or ‘ faclory^ * 
system has not, however, entirely superceded the 
domestic or craft systems even in western count ric*', 
and this phenomenon is more remarkable in India 
than elsewhere. “ Even nowadays, although the 
lactory is the characteristic mode of industry, 
all the other forms are still to be found. We see 
traces of domestic industry in the peasants’ houses 
where the wife bakes the bread and spins the flax 
for the household linen , and in some of the pro- 
vincial towns where ^am-making, hnm-curiug and 
washing are done at home and have not yet become 
industries. In all towns a large number of artisans 
may still be found phnng diverse trades and working 
for then customers as in the Middle Ages. And 
there are still manufactories which employ only 
baud labour. ’ 

S8. Sitnalioxi in Indin. — “ The arts and 
manufactures of India are more easily separable 
into sections, corresponding with hand labour 
and steam poiver, than are those of most coun- 
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tries j for liandicrafts, in spite of the mechanical 
developments of the past century, are still very 
important to the Indian people.- The carpenter, 
the potter, the blacksmith, the stonemason, 
the weaver, the dyer, the tailor, the shoemaker 
and the swectmcat-makor are recognized mem- 
bers of most village communities. The higher 
crafts — those of artistic workers in wood, clay, 
stone, metals, and textiles— are carried on m special 
localities and in direct relations I, ip to physical and 
administrative conditions. When, for instance, 
hand labour industries are practised on a large scale 
they tend to become centralized in important towns. * 
Steam-power manufactures are not in any way 
indigenous industries, but have been originated, 
and are controlled, by the supply of raw material 
and fuel, by the facilities of transport and by the 
degree of association with European enterprise." * 
Almost all the old indigenous industries are 
small and are carried on in the homes of the auto- 
nomous workers The spinner, the weaver, the 
potter, the oil-pre<=ser, the shoe-maker are all 
workers of this tj'-pe. Thej’^ own the simple tools 
of their trades, but have very often to depend upon 
the neighbouring money-lender for the supply of 
capital in the form of raw mateiials and food &c. 
Very raiel}’’ the craftsmen may combine and cany 
on the business on the partnership principle. Part- 
nership has been well-known in India from very 
old times and is generally practised in trades which 
cannot be well managed b)’- a single worker, though 
assisted by the members of his family. Autonomous 
producers work in their own homes and turn out 


* Pecennnl Report on Mor-.! and Matcnal Trogress, i9i3. 
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goods which command ready sale in the local or 
neighbouring market. They will also work to the 
order of local customers, but this demand is not 
sufficient and their goods are generally purchased 
b} the merchants in the locality, who send them to 
difEerent markets. 


Craftsmen working in their own homes may not 
often be autonomous producers The merchant, who 
is also the money lender of the village or tow'n, gitcs 
out pieces of work to be done in the homes of the 
craftsmen. He supplies the raw material but rarely 
the tools, and takes aw a j thcfinished product, paying 
thew’orker only a small wage. Ihe worker is thereby 
relieved of all responsibility and escapes the trouble 
involved in finding capital and disposing of the 
finished product. But he is, at the samo time, re- 
duced to the position of a drudge, and the sense of 
ownership and independence is entirely absent. 

le capitalist may also set up a factory in his own 
house and require the craftsmen to work there. He 
supplies the tools and the raw' material and the 
vorkers arc mere wage earners. They share neither 
the responsibility nor tlic profits of the trade. 

steadv that there is a good and 

m a ^ commodities 

in a town ^ ' organize an industry in this w-ay 

industrial cpm attracted to such an 

noblemen w u ^ prospects. Rajas and 
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locahzatiL of certain Tnr? 
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dcrj’^ industry of Poona was entirely due to the 
encouragement given to the foreign settlers from 
Burhanpur, Paithan and other towns to come and live 
under the Peishwa’s protection on house sites which 
were granted free to them. Individual merchants 
were encouraged in large towns to open shops with 
the help of Government advances.*'* 

The handloom weaving industry in India is a 
typical one, and the problem before the country in 
recent times has been how to enable it to stand the 
competition of power-looms. It is believed that 
the production of cloth in the Indian mills has not 
yet been able to overtake the quantity turned out by 
hand-looms and that if the weavers are supplied with 
improved appliances and capital and if the industry 
is better organized, it has yet a good future before it. ' 
Attempts have been made \o devise a suitable 
improved loom that may be used by the weavers 
with greater advantage, and weaving classes and 
factories have also been tried. It is, however, diffi- 
cult to say whether these endeavours have met with 
any appreciable success. 

59. Large scale Production.— Concentra- 
tion of capital and production of wealth with the help 
of machinery, render large economies possible and 
are calculated to yield high leturns. A number of 
producers may thus combine together and the 
advantages of this kind of co-operation are obvious. 
Though co-operative production prevails to a certain 
extent in various countries, owing to peculiar causes, 
it has not made any notable progress. In India we 
have numerous associations of credit but there are 
extremely few societies for production, and in agri- 


* R»nadei Introduction to the Pcisfawos’ Diaries 
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culture where the co-operative movcwient is spreading 
satisfactorily, this form of association Buds little 
favour The development of tnc factory system iu 
this country has been synchronous with the grow mg 
application of the joint stock principle to industr) . 

Onder the factory system, which is the predomi- 
nant characteristic of modt-rn times, ‘the capitalist om- 
ploj er not only provides the raw .natcrial and disposes 
of the finished product, but also controls the interme- 
diate process, fhe machiner} is so costly as to be 
be3'ond the reach of the workman , and since the 
machines are the property of the cmploj'cr the 
building in which production is cained on, must also 
belong to him and is called the factory. Thelabourei 
is not his o\s II master, as m the bandiciaft system, 
he no longer owns the tools and the workshop as in 
the domestic system : all that he does is to provide 
the human labour force wduch is applied through 
machines and in workplaces owned by the capitalist 
employer. The stupendous increase of production 
which IS thus rendered possible reads upon the 
a ourer both as producer and as consumer. 
Population increases enormously, and there is a 
continual drift from the country to the city. 
Industrial society receives its modem shanc, and the 
social mcomo is divided int^o the rent of' tlio land- 
oivner, tie ivages o£ tlio ffitonrer, tho interest of the 
capitohst and the profits of the entrepreneur." • 

he joint stock principle of association presents 
certain advantages: under it large enterprises re- 

undertaken and persons of small means find m it 
a safe method of investment on account of the 
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liability for losses being restricted to the value 
of the shares held. The company form mako.s 
possible the raising of capital for the very biggest 
enterprise. It enables the holder of small savings; 
who does not wish to use them m business himself# 
and who is not in close enough touch with business 
to entrust thejn to any private firm, to invest his 
savings remuneratively. It is equally useful to the 
holder of big savings, since it enables him to dis- 
tribute his capital among many enterprises (and 
countries); and so avoid the risk of carrying all his 
eggs in one basket. Since shares in joint stock 
companies are usually saleable the investor can 
realize his property in a business without breaking 
the firm up ; if ho were a partner in a private firm 
and wnsUed to withdraw his capital, cither he must 
find some other capitalist to take his place in the 
business by buying his share, or he must risk 
breaking up the firm, since it might be unable to 
continue without his capital. The joint stock com- 
pan}*^ provides another opening for men with or- 
ganizing ability but with no capital." t 

60. Joint stock Principle.— It Is these ad- 
vantages which have led to the rapid development 
of companies formed on the joint stock principle in 
western countries and that example is being follow- 
ed in India. Most of the European industrial 
and commercial enlerpri^s in this country are joint 
slock concerns. Railw^ays, mills, factories, mines, 
tea gardens, banks, commercial firms and other 
concerns are joint stock companies. And almost 
all industries started by Indians take this shape. 
The total number of companies limited by shares 
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which have been incorporated in India npto 1914-15 
under the laws relatinj^ to the registration cf corn- 
pan es, amounts to 6,999. Of these, 2,545 companies 
were working at the cud of 1914-15, most of the 
’ remainder having been cither wound up, or other- 
I wise discontinued or ne\er Invmg commenced 
! business, so that about 64 per cent, of the coin- 
' panics registered have ceased working. Some com- 
panies have also been taken off the Indian register 
to be reconstructed as companies under tlic English 
law with their head offices in London. All the com- . 
panies registered m India have a rupee capital with 
the evceplion of the Hongkong Shanghai Banking 
Corporation which nas rcgisteicd in Calcutta in- 
1 869 n ith a capital ,n Hongkong dollars of which 
the rupee equivalent is stated. The number of 
companies at work and the capital invested in them 
stood as follows at the end of each of the last three 
years : — 

1912-13. 1913-14 ^ 1914-16. 

Number of corapames . 2,552 2,744 2,545 

^ Authonaed capital Rs (1,000) 1,73,87,59 2,33,33,91 2,30,19,47 
Paid-up capital Rs (1,000) 72,10,14 7C,5G,18 80,79,22 

The number of companies registered in Bengal 
is over a third of the entire number registered 
throughout India, but the average paid-up capital 
per company is highest in Bombay, and in this res- 
pect Burma occupies the secon«i place, while Bengal 
the third, the figures for the average being res- 
pectively Rs. 5,35,000, Rs. 5,07,0^0 and Rs. 3,17,000. 
About three-eighths (Rs. 30,86,45,000) of the aggre- 
gate paid-up capital is invested in mills and presses, 
chiefly for working and pressing cotton, jute, wool 
and silk. ^ A great number of mills and presses are 
registered in Bombay, that presidency representing 
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50 per cent. o£ this sum> most of it being invested 
in cotton mills and presses. Further information 
on this point ma)’’ be obtained from the following 
statement showing the distribution of the aggregate 
capital in the principal classes of joint stock enter- 
prise at the end of 1914-15. 


Glass of Companies. 

Num- 

ber 

Paid-up 

Capital. 

Banking and loan 

475 

Rs (1,000) 
7,96,75 

Insurance .. ... 

183 

50,84 

ITavigation 

24 j 

1 , 28,78 

Railways and tramways 

46 

8,36,47 

Other trading companies 

767 

11,42,29 

Cotton mills 

205 

16,70,88 

Jute mills 

34 

7,61,10 

Mills for wool, silk, &c 

14 

1,32.42 

Cotton and jute screws and presses 

139 

2,70,21 

Rice mills 

, 28 

81,08 

Flour mills 

30 

80,58 

Other mills and presses 

45 

90,17 

Tea planting .. 

208 

4,31,90 

Other planting companies 

30 

42,41 

Coal mining 

140 

6,09,49 

Gold mining . . 

8 

33,32 

Other mining and quarrying 

59 

5,85,45 

Land and building ... 

34 

2,17,76 

Sugar manufacture . . 

22 

t50,V5 

Other companies 

54 

34,5/ 

Total . 

2,545 

80,79,22 


6!« ladnstrial Enterprise. — The recent ten- 
dency- in India, it will have been noticed, is for the 
cottage and small industries to he replaced by large 
concerns carried on mostly on the joint stock prin- 
ciple and with large quantities of capital. But the 
bulk of the concerns owe their origin and success to 
European enterprise and managing capacity. *^Th6 
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great raajorit}’' o£ the larger concerns are financed 
by European capital, and in such cases the manage- 
ment or direction is generally European, and the 
Indians shown under this head are engaged for the 
most part on supervision and clerical work. ... In 
Assam, where 549 tea gardens are owned by Euro- 
peans and 60 by Indians, there arc 536 European 
and 73 Indian managers. In the coSee plantations 
of Madras and Mysore the same principle is ap- 
parent. The 3 ute mills of Bengal are financed by 
European capital and the managers arc all Euro- 
peans ; while in Bombay where Indians own 110 of 
the cotton spinning and weaving mills and share 25 
with Europeans and the latter own exclusively only 
12, all but 43 of the managers are Indians. Some- 
times the proportion of Europeans employed in 
supervision &c. vanes with the character of tho 
work. In the gold mines, where the planning and 
control of the deep underground workings require 
a high degree of skill, Europeans outnumber Indians 
m the ratio of nearly 4 to 1, whereas in the collieries 
Indians are twelve times as numerous as Euro- 
peans.”* There is need in India not onl}’’ of skilled 
artisans, trained mechanics and capable foremen, 
but of enterprising organizers and managers. They 
will often rise and must be given opportunities to 
rise from the lower ranks, but general education and 
special training designed to turn out such persons, 
will also be necessary. 

©2. Organizing Oapacity « The son of a 

man already established in business starts with so 
many advantages that we might expect business men 
even to constitute a sort of caste, dividing out among 


* Census Report. 
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their sons the chief posts of command, and founding 
hcTcditar}’ dynasties, \ehich ruled certain branches 
of trade for many generations together. But it is 
not so.’‘t In western countries where modern in- 
dustrialism has an undisputed sway, accumulation of 
wealth in a few hands has given rise to a class 
division often as rigid as that of the Indian caste. , 
The working and other classes rarely get oppor- 
tunities to rise in the economic and social scale and 
capital, though it is becoming democratised, is still 
the exclusi%'e possession of the few, because to be * 
employed in industry, it requires certain facilities 
which are not easily available. 

In India trades and industries have thus become 
almost hereditary in families and are distributed 
among castes and communities. The Parsees, the 
Marwaris, the Banias and the Khojas, who occupy a 
prominent position in the industrial and commercial 
life of Bombay, illustrate the truth of this remark. 
The majority of mill-owneis, it is said, do not prefer 
to send their sons or relatives to technical colleges 
as they I do not like to work with ordinary labourers 
and it is the general impression that nearly all the 
students in the technical colleges arc the sons of 
people of very moderate means and that very few of 
them, if anj^ appear to belong to families of wealthy 
manufacturers, whose sons should be training them- 
selves to be officers in the industrial array. “ How 
are our Indian capitalists educating their boys? 
Wealth is a stewardship, and the accumulation of 
great fortunes in individual hands can only be ex-i 
cused on the ground of important services rendered^ 
to' the country by those holding them."* 


f Marsball: Economics o£ Industry 
* Report of Eighth Industrial Conference, page 4t4. 
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Wliat happens in the case of the sons of a 
wealthy business man is that all events if they 
were born after ho became neb, anti in any case 
his grand children, arc perhaps left a good deal' to 
the care of domestic servants who are not of the 
same strong fibre as the parents by whose infltienco 
he was educated. And while his highest ambition 
was probably success in business, they are likely to 
be at least equally anxious for social distinction".! 
Business capacity and enterprise are not hereditary, 
and the system of caste cannot ensure the translnis* 
sion of these qualities. Economic pressure is, how- 
ever, bound to loosen the fetters of caste u hicli 
impede progress, and classes and castes arc already 
showing a noteworthy adaptability of which they 
were supposed to bo incapable. 

While, therefore, the extended provision ' of 
technical education for the creation of a class of 
trained operatives is necessary, and it is recognized 
that it IS by dint of charactei and of perseverance that 
men must and do rise to higher rungs pf the indus* 
trial ladder, it is believed that the ‘ most important 
factors in the increased production of national 
wealth would, in the case of India at least at present, 
be the leaders, managers, directors and supervisors 
of industries# It is the skill, capacity, and training 
of generals and captains which determine vicitories ' 
more than the bravery and steadiness of the rank 
and file of the army.’ In America and other coun- 
tries highly educated University men enter business 
and are found to turn out eiuinentl}’’ successful. 
Under a suitable system of education there is no 
reason wh}’’ it should not be so in this country also. 


t Marshall. 
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SsMflll IiidisstFisSt—The displ&cemciit 
of the cottage industries and of autonomous lyoik- 
men by factories and machinery, is going on apace 
in India, and the prospect of the patent evils of in- 
dustrialism coming in the wake of this modern deve- 
lopment of large concerns, has caused and rightly 
caused no small anxiety to certain people. The tenden- 
cy to large scale production seems to be inevitable ; 
foreign competition and growiug needs of the people 
seem to require it. But the decadence - of the old 
arts and handicrafts, the vitiation of public taste 
which imports of machine-made cheap goods have ! 
caused, the degradation of the workmen to the posi-| 
tion of wags earners, T.nd the migration of the rural ! 
population to overcrowded and unhealthy cities,! 
are evils associated with the factory system, and the 
question has been asked, ‘ Is Europe going to make 
Asia an East end ? ’ 

Advantages of the concentruction of capital and 
labour and of the use of labour-saving machinery, are 
undeniable and India cannot refuse to avail herself 
of them. Apart from the fact that evils of industria- 
lism may be counteracted by timely measures and 
precautions, the people of this country cannot help 
trying to produce wealth with the least possible cost 
on the lines of progressive nations. But the day 
for the small industry is not entirely gone. On the 
contrary, certain peculiar conditions of modern 
times themselves are favourable to their continu- 
ance and growth. Popular taste requires certain 
hand-made goods, and thus varieties of dhoties and 
saries made by the handloom weavers have not been , 
displaced by the products of factories. Proximity , 
of the market and of the customer also gives the cot- ' 
tage industry an advantage over the factory, and the . 
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former is aovr-a*days in a position to benefit by 
mechanical and other improvements which are be- 
ing made every day. l.hc artisan in the west can 
now work in his own home with the help of cheap 
motive power and machine tools. ^‘Thc carpentori 
i£ he IS £urni‘;hed with a %'ery cheap motive power 
which is necessary to set his circular saws or other 
machine tools in motion, will be able to work in his 
house as well a great manufacturer. In this "Way 
he will be able to utilise his small group of machines 
in a variety of ways, until he will begin to acquire 
a perfect command over his work which he could not 
have been able to attain, if he had been a workman 
m a great factory In spite of the advantages on 
the side of the big manufacturers, the small manu- 
facturer will be in a position to compete with them. 
He will find an energetic support in. the collabora-. . 
tion of the members of his family and m the moral 
element which will be the consequence of the work 
in his proper home. He will form a number of assis- 
tants and apprentices, or in fine, a complete indus- 
trial organization quite analogous to that of the 
ancient professions but differing from it only m the 
introduction of the machine. The improvements of 
applied science can now supply him with the motive 
power at a very small cost. The modern develop- 
ments of the use of electricity might now transmit 
motive power cheaply to the cottage of a small pro- 
= ducer,”* 

Lines of Evolution.— Cooperation in 
purchase, production and sale will enable the artisans 
to overcome difficulties presented by lack of capital 
and encroachments of large scale industry. The 

* Report of the Eighth Isduttr^al Conference, Pnge wa ' , 
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preservation of the ancient handicrafts of India is an 
urgent problem in which are involved the interests 
not only of the millions whose subsistence de- 
pends upon them and who cannot be left to the ten- 
der mercies of the forces of foreign competition and 
modern industrialism, but also of Indian culture, 
indigenous arts and the social and economic well- 
being of the masses of people. What is wanted is 
capital, organization, education and improved tools* 
“Do not let us compete”, the exhortation is addressed 
to us, “with Western nations by evolving for our- 
selves a factory system and a capitalist ownership 
of the means of production corresponding to theirs. 
Do not let us toil through all the wearisome stages 
of the industrial revolution — destruction of the 
gilds, elimination of small workshops, the factory 
system, laissez fairer physical degradation, hideous- 
ness, trusts, the unemployed and unemployable and 
what may be to follow.” Mr. Cooraaraswami even 
asks if , the 'true hope for Indian industry does not 
lie in some development of the caste system it- 
self in the village and home industries of the past 
aided by such improvements as are needed e. g. the 
fly shuttle or the distribution of electric power/ 

65 . ©aste,— The caste organization plays a 
very important part in the social life of the people. 
The Panchayat of each caste controls the dealings 
of members with one another in certain matters and 
discusses and decides various social and domestic 
questions and inflicts punishments upon offenders* 
.Rules of the caste with regard to personal conduct 
are made binding upon individual members, and pe- 
nalties are laid down for breaches of regulations. 


A. K. Cooraarswams : Indian Hoolisnjj 
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[The panchaynts sometimes also seek to regulate the 
industrial methods peitaining to the occupations oi" 
the castes, and offences against the community tend- 
ing to lower its corporate character arc duh' consi- 
dered. “The Sunarsof Hushangabad have a gild pan- 
chayat on the night before the Dashara, when they 

hold a feast, and are said to take an oath that none 

or them on pain of outcasting will disclose the 
amount of the alloy, which a fellow craftsman has 
mixed with the precious metals. The Koshtis of 
Chanda m 1907 proscribed a certain cloth and yam 
seller of the city who had offended some of their 
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The same causes that wrought the disorganization and 
decay o£ the craft guilds in England are in opera- 
tion in India to-da}'^, and a readjustment of economic 
and social forces is steadil}’' but surely going on. 
But trade unions and other organizations have not yet 
taken the place of the old institutions, and things are 
in a iiux. Manufacturers and merchants have their 
organizations designed to safeguard and promote 
their common interests, but artisans and workmen 
are disorganized and helpless where the hold of the 
caste has loosened, as it is loosening on every hand. 

India appears to have had village pancha5mts ns 
distinguished from caste panchayats, and correspond- 
ing to the merchant gilds of medieval Europe. We 
find a description of such apanshad in ManuSanhita. 
The function of these bodies consisted in deciding 
on all social, religious economic and administrative 
questions affecting the village as a whole. Most 
of these organizations have now disappeared and we 
have survivals of some of them in certain parts of 
the country. But the vitality of the caste pancha- 
yats is greater and the less advanced a community the 
closer is the hold of that authority on its mem- 
bers. There is but a slight analogy between the 
Indian caste and the English craft gild.* In the for- 
mer, social and religious functions predominate 
and in the latter it is the regulation of industry 
which characterises the organization. 

66. Gilds: — The English craft gild was ex- 
tremely exclusive and exercised a very rigorous con- 
trol over membership, apprenticeship and the 
general practise of its particular craft. Bat it is 
not to be supposed that it had no religious and so- 
cial side of its own, and herein we trace a similarity 


Sir Herbert Risley The People of India, page 259, 
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between it and the Indian caste, though the English 
gild never made its occupation liereditary. That a 
person must be born in a caste to be entitled to bo 
its member, is a peculiaritj' of the Indian caste. And 
even m India n e see instances of absorption of 
castes and the creation of new ones or of subcastes. 
With regard to the English gilds, a writer remirks;- 
"Tho religious side of the gilds has not so far come 
into much prominence, but most of them had this 
’side to their activities, and indeed with some, religi- 
ous and social duties had formed the nucleus round 
which the other powers had gntherd. Pageants and 
processions on certain saints’ days and formal atten- 
dance at worship, were part of most medieval asso- 
ciations, and more common still were alms and cha- 
rities and prayers and masses for the souls of dead 
brethren.” 

The idea of the inherent superiority and inferi- 
, oity of certain classes and of the inheritable charac- 
' ter of the qualities and functions of these classes did 
' not get root in the European soil while in India the 
distinction of Vamas based upon qualities and 
; actions alone, faded from the popular mind, and so- 
cial divisions steadily multiplied as they became 
more and more rigid. Some castes do correspond to 
crafts, but in the case of several there is no such 
identity. "The same caste may embrace several 
crafts, and as a rule, Mahammadans and Hindus 
engage in the same trade, each working foi his own 
community. Some times they take recognizable 
sections of a craft and work separately. At other 
times they may be found in the same workshop; and 
Hindus now often employ Mahammadan craftsmen 


Townsend Wnnier. 'Lacdmarl b in English Industrial Histoi 7 ,’ 
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whereas formerly the Hindus were the labourers 
and the Maliammadans the employers.”* Thus 
weavers are found among different castes and creeds 
and in the Punjab, * in the eastern districts the Jula- 
has constitute a real caste, but further westwards 
distinctions of race tend to disappear. Khokhars and 
Pathans, Mirasis and Rajputs, and even needy Say- 
yads are found flying the weaver's shuttle for their 
livelihood in Jhang and Multan.’ § 

Changing popular tastes, competition of foreign 
and indigenous machine-made goods and the increas- 
ing use of improved tools, have disorganized and will 
tend more and more to dissolve this industrial orga- 
nization based upon the principle of caste. Before 
the* advent of machinery and the spread of general 
and technical education as also the changes which 
rapidly took place as a consequence, in social usages 
and ideas, had obliterated the distinctions among the 
different classes of work and of workers, even in a 
country like England, as Mill observes, the barrier- 
which separated one industry from another were 
almost insuperable. ** So complete, indeed, has hi- 
therto been the separation, so strongly marked the 
line of demarcation, between the different grades of 
labourers, as to be almost equivalent to an heredi- 
tary distinction of caste ; each employment being 
chiefly recruited from the children of those already 
employed in it or in employments of the same rank 
with it in social estimation, or from the children of 
persons who, if originally of a lower rank, have suc- 
ceeded in raising themselves by their exertions.”t 
A similar process is clearly visible in India and 


* Imperial Gazetteer o£ India, Vol. III. 
§ Lntifi • ‘The Industrial Punjab’. 
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enterprising men are rising to a higher status in 
economic organization independently of all social 
distinctions. Not only ^vill Brahmins become 
mechanics, foremen, contractors and engineers, 
but people of the lower classes also are being enabl- 
ed to organize industries and command labour and 
thus to override the limitations set by caste. 

C7. Farming. — The organization of produc- 
tion in India has to bo studied in different aspects 
which simultaneously present themselves to the 
view and range between a poor peasant’s simple 
cultivation of a patch of land or the occssional land 
' tillage combined with other primitive occupations 
of the backward races that inhabit the jungles, on the 
one side, and on the other, the manufacture of the 
finest articles in a factory of the most modern 
type by uptodate methods. Except in the case 
of a few big land holdings, agriculture is for 
for the most part in the hands of small men. Farm- ’ 
ing on a large scale is quite exceptional in India# ■ 
“In the rayatwari areas of Madras, for example, 
the average size of a holding does not exceed eight 
cultivated acres, while in the more thickly populat- 
‘ ed areas of Bihar, under the Zamindari system, the' 
tenant’s holding averages, less than half an acre.” 
Mr. Mackenna observes : — "In England the^ farmer 
is generally a person of some education and sub- 
stance, farming large acres and capable of applying 
the results of his reading. The great mass of the 
agriculturists of India are small holders and the 
standard of education among them is, as a rule, low. 
There are no agricultural papers to bring to their 
notice new manures or new machinery ; in mos ‘ 
cases they would not have the money to purchase 
them, nor the experience and knowledge to make 
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much use o£ them when they had got them. I am 
well aware that in ever)' province in India there are 
not a few* highly educated and intelligent landlords 
and farmers; but as a rule the cultivator of India is 
a small holder. Tiiis, obviously, complicates the 
problem. Finally, the ideajo^eedsmmi as we know ; 
them in England, with our Buttons and Carters, is 
practically unknown. Till a few years ago, the 
village Bania added this to bis various lines of acti- 
vity.”^ 

A few intelligent and enterprising landlords 
are indeed organizing their farming along more 
systematic and scientific lines; and sugarcane ' 
cultivation and fruit gardening, for instance, have * 
proved more remunerative. Agricultural associa- 
tions and co-operative slici^^ies may be expected to 
do some thing for the small cultivator by teaching, ^ 
and helping him in other ways to make his farming ! 
more remunerative. He may borrow capital or . 
purchase seed from his society and carry out * 
improvements suggested to him by demonstra- 
tions given by the officers of the Agricultural De- 
partment. 

6S. Fragmentation of Land.— But the 
.greatest difficulty in the way of improvement is 
. that the bulk of the agricultural holdings are not 
^economic holdings. Mr. Keatinge defines an eco- 
nomic holding as one "which allows a man a chance 
of producing sufficient to support himself and his 
family in reasonable comfort after paying his neces- 
sary expenses. In the Deccan an ideal economic 
holding would consist of (say) forty or fifty acres of 
fair land in one block with at least one good irri- 
gation well, and a house situated on the holding. 


* Paper read before Royal Society of Arts. 
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The desirable area would vary greatly iu different 
parts according to circmnstances."* The average 
holding is extremely small, often split up into seve- 
ral plots situated at a distance from each other and 
consequently it is absolutely uneconomic. The 
cultivator with such a holding cannot be expected 
to develop or improve his property and must live in 
depressing circumstances. 

In moving a resolution in the Bombay Legisla- 
tive Council, recommending tbe adoption of measures 
, to prevent the extreme subdnision of laud which 
is going on apace, the Hon'ble Dewan Eahodur 
Godbole described several cases of lands where 
, partition had become absurdly minute. In the 
Kanara district, there is a compact piece of land 
measuring 52 acres and 1 gunta m extent. “This 
land is divided at present into 40 separate survey 
numbers 14 of winch arc less than one acre in 
extent. The survey numbers arc subdivided further 
and the whole of the 52 acres and 1 gunta aro at 
present held by 139 occupants. Three of these 
holdings arc of 1 gunta each. I might tell the 
Council that the Council chamber in which we have 
met to-day measures 1} guntas. This will give the 
Hon ble Members some idea of what a holding of 
one gunta means.” 

The inquiry made by,„Di. H. H, Mann into the 
condition of a typical dry village in the Deccan,, 
brings out the same fact into prominence. Under 
such circumstances, remunerative farming is an 
impossibility, and the cultivators have to supple- 
ment their income by doing other kind of work, or 
to migrate to towns. Laws have been made in 
certain countries rendering possible the creation of 


* Rural Econumj in the Bombay Beccac 
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iiopjM'tible holdings of a particular size. Increase -j 
of population and growing dependence on the agri-; 
cultural industry are as much responsible for the' 
evil of the extreme fragmentation of land as Hindu 
and Mahomedan laws of inheritance and the strong 
attachment of the people to their ancestral holdings. 
Spread of education, change of public feeling and\ 
a suitable modification of the existiiis: laws of in- ' 
heritance, are pointed out as remedies. But they 
are not likely to be efficacious unless iiewj 
industrial avenues are opened to the people and 
the}’’ find congenial work in other fields. For an^ 
enterprising man to take to farming, a sufficiently 
large plot of land provided with water facilities 
and a decent amount of capital, will be needed. 
And fortified with these, there is no reason why a 
few of our young men, particularly agricultural 
graduates, should not become successful farmers. 

Small industries will be similarly lemunerative 
if the workers have the necessary training, can com- 
mand capital and can keep themselves in touch with 
the latest improvements in processes. Young men 
who receive their training abroad, find it difficult to 
enlist the support of capitalists and cannot straight, 
off start new industries. They do not also possess 
business capacity though they may have expert 
knowledge (which may not suit Indian conditions). 
Capitalists care more for fat dividends and high rates 
of interest and arc unwilling to risk their money 
on new ventures. But this happy association 
of enterprise and training with capital, will be 
more in evidence as years pass by. In the mean- 
< while, experienced business men in command of 
capital, are found to be able to float new industrial 
' concerns. The experience gained in the existing 
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factories will prove useful in the work of stfirliug 
new ones. But this organizutjon must be prececd- 
ed by e'tperimcntaUon and research work. The 
possibilities of tlte row materials to be found in 
abundance m the country, must iirst be proved, nnd 
‘ a new mdtisinal scueme must be an undisputed 
business piopo-ition. Tiie State will ho\c much to 
do to create congcuird surroundings and give direct 
'and indirect assistance to mdustn.^l dc% clopment. 

69. Tlia "ulsrc.— We cannot close this cbop- 
tei without adverting to the question v.hich is raised 
by the oft-repeated statement that India is and 
must long continue to be a couiitrj’ in which agri» 
culluic wdl be the predominant industry. li this 
statement simply means that there is mnnilc tcope 
lor the improvement of the agricultural industry jn 
this country and it will be many years before it 
will have established m it uipudlacturos of the mag- 
nitude of those of England, for instance, there is no- 
thing in the observation to which oKception may 
be reasonably taken. But what is resented as 
umvarranted, is themsmu^tion that India must be sa- 
tis'Bed w ith agriculture because her sons arc incap- 
able of starting and managing large manufactures. 
Agriculture is a noble industry and remunerative 
‘ too, and every nation is trying to improve and en- 
courage It. But to reduce India to the condition of 
a nation of poor cultivators, w’ould be to retard the 
progress of the people in all directions and to per- 
petuate Its poverty. 

It IS a mistake to suppose tliat India has ever 
been an agricultural country. It had a splendid 
combination of agriculture and manufactures, and its 
wealth was the result of the profitable exchange be- 
tween the country and the town. Replying to a 
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question before a select committee of the House of 
Commons, Mr» Montgomery Martin observed : — 

I do not agree that ladTa" is an agricultural coun- 
try ; India is as much a manufacturing country as 
an agricultural ; and he who would seek to reduce 
her to the position of an a^gricultural country seeks 
to lower her in the scale of civilization. I do not 
suppose that India is to become the agricultural 
farm of England ; she is a manufactming country, 
her manufactures of various descriptions have exist- 
ed for ages, and have never been able to be com- 
peted with by any nation whencvsr fair play has 
been given to them. I speak not now of her Dacca 
muslins and her Cashmeei shawls, but of various 
articles which she has manufactured in a manner 
superior to any part of the world. To reduce her 
now to an agricultural country would be an injus- 
tice to India,”* 

Wiiat is therefo’re wanted is the industrial re- * 
surrection of India. The runihzatioa of the country 
has gone to such a length, that the industrial 
achievements of the people, tlien talent, and 'their 
natural and acquired aptitude have been foi gotten. 
The industrial and commercial gior}* of India 
appears to have passed into a mvth, and an account ' 
of the old indigenous industiios and arts will read 
like a fairy tale. Prof. RadbrJcuniud M’^kerjee has 
written an admirable work on Ibo history of Indian 
shipping, and the rein he shows what great progress 
bad been made by Indian people in rhat industry. 
He quotes a French writer thus . — " In ancient times 
the Indians excelled in t‘’o ait of constructing 
vessels, and the present Hindis can in this respect 


■* Qtiuted Ji; ts tbe Vjclojion A?e ' by Mr R< ^ Our 
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still offer models to Europe—so much so that the 
English, attentive to every thing which relates to 
naval architecture, have borroived from the Hindus 
many improvements which they have adapted with 

sruccess to their own shipping ..The Indian 

vessels unite elegance and utilit 3 % and arc models of 
patience and fine workmanship.''§ This example 
will illustrate the inherent industrial capacity of 
liid.an people and w'lll point to the latent possibi* 
*lities of the countr} . With systematic organization 
and patient encouragement, a variety of industries 
iwillnsein India, making her people piogrcssive 
and prosperous. 

70. Summary — We have rcfeircd above to 
the different methods of industrial organization 
which pre\ail m India as m other countries, and 
drawn attention to the requirements of the econo- 
mic situation as it is affected by the existing 
organization of production It is not desirable to 
attain uniformity of system in this matter. The ' 
ob 3 ect to be aimed at is efficiency of production" 
w ithout detriment to the human factor. Whether 
it IS agriculture or handicrafts oi manufacture , in 
big factories, the wmrk has to be so designed and 
conducted that the highest results will be obtained. 

No one should pin his faith to large scale pro- 
duction alone, as in large tracts of the industrial 
field in India it is impracticable. Extensive sugar 
'factories on the central system, for instance, are 
possible in Ja\a and Mauritius, but in a densely 
populated country like India, intensive cultivation 
is much more practicable and desirable, , though 
farmers may derive immense advantage by co-opera- 

• Radhakumud Mukerjee A of Initmi Shifwg etd 
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-tion. A general spread o£ education and an easy 
'' supply of capital will go a long way in making 
production more efficient in farming as well as in 
the domestic industries. 

Industries carried on on a large scale enjoy 
numerous advantages of internal and e'^ternal eco- 
nomies, and the present tendency is in the direc- 
tion of production on a large scale. Undertakers, 
who have sufficient enterprise, must receive the 
co-operation of experts and capitalists, and must be 
enabled to start new concerns for which there is 
immense scope in this country. For this purpose, 
educated young men must be equipped with suffi- 
cient scientific knowledge and practical training, 

‘ and a large class of men m^t arise who will be 
capable of taking upon themselves the responsibili- 
ties of business management 

There is at the present moment much mis- 
directed effort and waste of energy, and the forces 
of scientific knowledge are not being brought to 
bear on our indigenous industries and commerce. 
More of our people must take to bussiness, but they 
must be thoroughly trained and equipped and ought 
to get opportunities to learn and rise. The old 
'economic organization is steadily crumbling and it 
his to be adapted to the changing conditions. 

This is a very large problem, full of complexity, 
and no one remedy can be suggested for its solution. 
In fact, there are different solutions, according to 
nature of the industry to be tackled. But this much 
] is common to all of them, viz. that the producer has, 
'in each case, to make the best of the resources at 
; his disposal, and every kind of waste has to be pro- 
^ vented. The producer has also to be supplied with 
1 improved means, and it must never be forgotten 
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that the end of Ul wealtli-ci cation Is, after nil, the 
‘ improvement of man. 

We close this summary with an extract from the 
Presidential address deliveied at tne i2th Industrial 
Conference b5' the Hon. Rai Sitanath Roy Bahadur:— 

“ Another ‘.cry jmpostanl reqmeito i£ biis'nc«fi or« 

gamca'wD 0£sna.£.'*ioti »s tho kc> it> success, and tho 
cni/f charaf o£ mo'hrii a-o eammetl up in 

thi<^ one .renb ro'^arda IIiocor«^‘itnnon ol If.tgo ittdus* 

trial coiieeni'!, it Is clear tint individvx'il ownership is, t.i»d 
must in the Ter\ natire o£ things oe, ^ '<rii rate. We must, 
therefore, look to portoer'’hips, private companies and li- 
mited liahthty companies for the sohnton. of onr lodastrial 
problem. Hitucrto the e.tahli:h'ucnt of companies has not 
been very sncco^afnl Thi«= hes bcun duo to a vrant of coti- 
fidenoc n the capacity of tho cow{>anj pronotor® and, in 
some cases, rant of horestj on tl'o jart of managers. 
EfBcieney of indnsmoi orgaiuration (Upends in a very 
large measure on tho moral aad^ intellectual qimlitjo^ of the 
persons in whom control and rcsponsibiUty arc vc'tcd, 
Unfottnnatoly, ro very often find that the Dircttorato 
Boards o£ n any of o«r industrial cintarns arc tomposed of 
men who cannot hiipg to their v'ork expert knowledge 
which IS so esseniinl for succosaful management The 
duties of organizers of meuern industry aro so multifari- 
ous and BO iu-porlanc that thej cajuo^ bu aafoly left in the 
hands of atnaleurs. As a wc.i knovtii (.’conoxnist obscrve» 

‘ the armies of industry can no more be raised, equipped 
held together, moved and engaged without their com- 
manders, than can the armies of war,’ For the proper traui- 
ing of snch captains of industry, commercial education is 
essential. The would-be capldn should, besides ■acquiring 
a general knowledge of economic rcicnco, make a ectious 
study of tho special problems which arise in this eouatry re- 
garding tho prod action dislnoation and exchange of com- 
modities. The course of instruction ought to include sub- 
jects like commercial law and history, banking methods, 
import and export problems, exchange rates, transport, 
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frciglit, aiid insurswico company management; and the con- 
ditions of rcarlcts Oommeroial instrnctlon is also ncces- 
eaiy for tlioee who arc to occupy the positions of superin- 
tendents^ auditors^ and accountants, and oven for men who 
are destined lor the humbler positions in the commercial 
lino. The best sgenty for imparling commercial education 
of the higher type is, of course, the University Oommoico 
forms a \eTy important Faculty in almost cverj modern 
University of tho world. In India, Bombay has already 
shown tho way 'n ibis respect, and let us hops tho other 
Universities will soon follow suit. In order to prevent a 
misunderstanding I wish here to make it clear that the 
more possosaion of u commcroiul degree will not make a 
man a business expert. It ia tho school of expononco alone 
which cun turn out a successful busincss-man. But I hold 
that tommoroial education will furnish the groundwork 
on which experience will build.*' 
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Production and Population. 
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P e'son* Prtretples of £eon0>r cs Vel FI , T jjsi.j /* w ff 
Pecio/f’es VoU tI,V K Wav^l Pht Pof^Ut on »« /-ittt, 

GtrtrelJltpo\leflhCtrsiisofIiti‘r, Pn'aithinalh Bafl'rjes St-tiy 
tn Ixltttti EconotMct , A Love^ay //iifoii sni £.o>'on,'ts of Jnissn 
fiwjm, Marshall £ro-om a of hduslrv I. Datta • Ptporf on 
tnfutTy thto Ikt Risi of Pttas tt h'ha 

Tit Increase of Population.— -ProE. Mar- 
shall truly observes : — “ffae production of wealth is * 
but a means to the sustenance of man ; to the satis- i 
faction of his wants ; and to the development of , 
his activities, physical, mental and moral. But' 
man himself is the chief means of the production 
of that wealth of which he is the ultimate aim."* 
We have already laid stress upon the peculiarly 
urgent importance of lucreasiug the production of 
wealth of every kind m India, and pointed out 
that this can be ensured by an increased efficiency 
of the agents of production. An increase m popu- 
lation is itself taken as an indication of the pro- 
gress and prosperity of a community. the 
first place," remarks Prof. Nicholson, ^^defeucc i' 
still of more importance than ojnuauce, and an in- 
crease in numbers means in general an increase in, 
military power— actual or potential. Equally ob-' 
vious is the inciease in man’s power over nature.' 
Even simple combination of labour has its advan- 
tages, as has-been admirably shown by Mi. Gomme; 
Still greater are the advantages of complex eo-oper- 
ation, as ws see in our own days in the rapid de^ 
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v^lopmont of new countries in which the progress » 
of centuries is forced into a few decades. The' 
growth of population is necessary to the improve- 1 
ment of the means of communication and of trade; , 
trade brings capital and capital and land both give < 
for a time an increasing return, and thus the in- { 
crease of population means an increase of wealth j 
per unit,”* 

How important is the problem of the growth of 
population from the point of view of defence, has 
been demonstrated b}^ the experience of the world 
war. The size of the population in the belligerent 
nations has counted in it as a factor of primary 'im- 
portance, and for several years before the outbreak of 
the struggle, the stationary condition of the popula- 
tion in France had been a cause of anxiety and alarm. 
Colonies, where land is abundant and the soil fertile, 
invite settlers from the old world and immigration 
tends to augment wealth. An increase in labour 
power conduces to tho'elBciency of production and 
a growth of population will augment the national in- 
come, A natural increase of population is wel- 
comed also because it represents an excess of births 
over deaths and bespeaks peace, health and prosper- 
ity in the community. 

72. Varying 6onditions.->-It must be ad- 
mitted that under certain conditions an increasing 
population not only denotes growing welfare but as- 
sists in the eificicncy of the production of wealth 
and therefore the volume of the national dividend. 
But only under certain conditions, ** The increase 
of numbers may be accompanied by more or less 
general adoption of unhealthy and enervating 
habits of life in overcrowded tow ns. Or it may have 

• Principles of Political Economj. 

' XS 
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started badly, outrunning the material resources of 
the people, causing them with imperfect appliances 
to niake excessive demands on the soil ; and so to call 
forth the stern action of thc^law of diminishing re- 
turn as regards raw produce, without having the 
power of minimizing its eSects ; having thus begun 
with poverty, an increase in numbers may go on to 
its too frequent consequence in that weakness of 
character which unfits a people for developing a 
highly organized industry Prof. Marshall there- 
fore concludes that it is only when these conditions 
are satisfied that ‘an increase of population accom- 
panied by an equal increase in the material sources 
.of enjoyment and aids to production is likely toleat3 
to a more than proportionate increase in the aggre- 
gate income of enjoyment of all kinds.’ 

All countries are not, however, in the happy 
condition in which an increasing population leads 
to increasing welfare. But even granting that the 
above conclusion of Prof. Marshall applies to the 
majority of communities in the world, there is 
another aspect of the problem which demands con- 
sideration, Mr. Pierson observes : — "When growth 
of population is accompanied by various occurrences 
that operate favourably upon production, and the' 
average per capita income then increases, the 
growth of population will have exercised its harm- 
ful efiects all the same ; there would have been a far* 
greater increase of the average income had there^ 
been no increase of popuIation,"t As Mil remarks/ 
"all the nations which we are accustomed to call civi- 
lised increase gradually in Tproduction and popula- 
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tion;” and therefore more importance must be attach- 
ed to the side of production, inasmuch "as the econo- 
mic ideal must be to secure as large an income to the; 
individual as possible. Malthus, therefore, sounded a ^ 
note of alarm and pointed to a remedy more than a 
hundred years ago. His doctrine has been the sub- 
ject of a continued and animated controversy, but ' 
his position has remained substantially unshaken. 

73. i^althnsian Dostirlne. — During the last 
few years production has made such giant strides as 
could not have been anticipated by Malthus, and 
recent developments appear to have falsified his 
gloomj’- forebodings that the production of food 
would not be able to keep pace with the increase of 
population. He had maintained that unless people ^ 
voluntarily kept down the growth of population by ! 
moral restraint, positive checks like disease would^ 
come into operation, making the lot of mankind mis- 
erable. And we are told that "everywhere we see 
wealth increasing at a greater rate than population 
— in new countries like the United States as well as 
in old countries like France. So that our first con- 
cern is rather in the opposite direction.”* This is 
true enough, and the birth-rate among the higher 
and well-to-do classes is lower than among the poor 
people. "There is no question that this general 
situation — marriage rates virtually stationary and yet 
declining birth-rates — is due to deliberate abstention 
from propagation. Married couples have fewer 
children than before by deliberate intent.”§ That 
is to say, it is the preventive check urged by Mal- 
thus, combined with larger production of wealth, - 


* Charles Gxde: Political Economy. 
§ Taussig Principles of Economics. 
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which has brought about this result which is pointed : 
out as a refutation of his famous doctrine. 

Admitting, therefore, that the doctrine of over- 
population has lost its terrors for modern society 
and that the stress has been shifted from food to 
wealth and efficiency, and still further that ‘since 
man is the chief labour force, largo numbers, indeed 
other things being equal, mean greater national, 
strength and power,’ it must not be forgotten tlrat ‘ 
<the reverse may not be true if other things are not, 
equal. A small nation with greater productive effi-j 
ciency, like England, will outrank a more populous' 
country, like India. Smaller numbers with fairly 
equable distribution of -wealth are preferable to a 
dense population living in the extremes of misery 
and opulence. Mere numbers are therefore not the' 
vital point.’* It must also be borne in mind that ka- 
rate of growth sufficient to enable it to keep pace' 
with population is not all that -we require of produc- 
tion ; it must grow more rapidly than the popula- 
tion, otherwise the average income will never 
rise.’ Subsistence is not always to strive to over- 
take expanding population, but it must be enough ^ 
to afford an ever-increasing share of wealth to 
the population as we advance. A stationery popu- 
lation need not cause alarm. ‘For mankind as a’ 
W'hole, declining birth rates and lessening pressure- 
on population mean progress, and'not 'deterioration. 
The prevalence of habits of prudence among all, 
strata mean a gain in human happiness. Possibly 
the time will come when this sort of prudence will 
be carried so far that population in the advanced 
communities will no longer increase- at all.’ § 

* Seligman Pnnciples of Economics. , 

^Pierson Pnnciples of Economics, 



Application to Indian conditions. i4i 

7^. HppHcation to Indian conditions.--. 

The principles of population briefly discussed above, 
have got to be applied to the social and economic 
conditions of India with a view to an examination 
of the tendencies in this count The teeming po- 
pulation of India is spoken of with a sense of pride 
and satisfaction, but it may as well be an object 
of anxiety to a close student and ardent reformer; 
Quality mustmatter as much as quantity in the^case 
of fhe population of a country ; otherwise a mere in* 
crease in numbers is a veritable danger. In India 
'^he total increase in recorded population between 
1901 and 1911 was 2,07,95,000 or 7*1 per cent, as 
compared with 70,46,000 or 2-5 per cent, and 
3,34,12,000 or 13*2 per cent, in the two preceding 
inter-censal periods,” Even making allowance for 
the increase which was due to the inclusion of new 
areas within the scope of the census operations, viz. 
17,54,003, the growth of the population between 
1901 and 1931, was considerable. And this increase 
has taken place in spite of the loss of life caused by 
famine, plague, malaria and other calamities. ^In the 
country taken as a whole, there are on the average 
175'per?ons to the square mile or much the same as 
Europe outside Russia. In British territory the 
number to the square mile is 223 and in the Native 
States loo } ^the former figure exceeds by 34 the 
density ratio in France and the latter is identical 
with that in Spain,^ 

The density of the population varies in the 
different parts of the country and is dependent 
upon the'climpte, quality of the soil, rainfall and 
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other conditions. The following figures are instruc- 
tive:— 
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^The predominant density factors in India are 
by no means those which count for most in Western' 
countnes, where the variations m the population do- 

and mdustml development. In England, no\t to 
>‘s eiv.rono, we find the most teeming 
^“““'■.re with its ojtton mills, and', 

two conn? ' 'PJl'anas. The density in Ihcsoj 
^o Mnnt.es .s more than iivebmes that in paste-’ 
raland agricultural counties such as Oxfordshire 

evceeds 200 square mile no where 

would seem that t'” '* 

nmnytetheeSeot Sit® 

to support more than 250 fe “nto ? “ 

wSwo tWrrt?® 



Is THERE GREAT PRESSURE ? 


14 ^ 


discussion, mnnufaclures and trade affect the density 
'to a comparatively small extent j and even the num» 
,boT of individual districts whose density is greatly 
affected b 5 ?- the existence of trading and industrial 
centres is still comparative!)' small. Moreover, while 
in liuropc, as wo have seen, agriculture is unable to 
support more then 2S0 persons to the square mile# 
in India there arc some purely agricultural tracts 
where it already supports three ^ even four times 
that number and others where it cannot support a 
tenth of it/’* 

75. is there great pressure ?— The growing, 
pressure of the Indian population on land is admit-' 
tcdly a serious problem, and it has been adverted to 
before.f If agriculture alone is unable to support 
nioic than 2S0 persons to the square mile in Europe- 
'it is difficult to understand how in a country like 
India where agnculturo is the main industry of the 
people, a larger number can be supported without 
great hardship. But wc are told that ^a fifth of the . 
total population of the country is congregated on ' 
less tlian a twentieth of the area, where there are more 
than 600 persons to the square mile j a quarter more 
on a twelfth of the area carrying from 400 to 600 
per square mile and nearly a fifth on an eighth of the 
area with the density between 200 to 400’ ; and it is 
pointed out that ^nearly two-thirds of the total popu- 
lation of India occupy only a quarter of the whole 
area, while the remaining one-third is scattered over 
three-quarters of the area which is still very sparsely 
inhabited and no where contains as many as 200 
persons to the square mile/ 


* Census Report, 
f See before, poges 43*48. 
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This and other arguments which arc advanced* 
to lend support to the view that in India population > 
does not and need not press on the means of sub- 
sistence> have been carefully examined by Mr. ^ 
Il^attal in his most interesting broheuref and shown 
to^be erroneous and misleading. ~'1Exccpt perhaps in 
Central Provinces and Berar, no further agricultural 
development seems to be possible, and certain areas 
are still sparsely populated because they arc poorer, 
rocky and inhospitable. If 500 or 600 persons are 
packed in an area of a square mile in some provin- 
ces it IS because they are resourcclcss and their 
standard of hving has become extremely low, and 
not because land can really support such a number. 
Thus with regard to the Konkan districts of the 
Bombay Presidency, the latest Census report re- 
marks that m proportion to its cultivable area, the't 
Konkan supports a larger populiition than any other , 
division. The soil is not especially fertile. “There 
is a thriving fishery in^stry, and many natives of ! 
Ratnagiri and Kolaba are employed as police sepoys, < 
choukidars and labourers in Bombay and lascars on^ 


* See W W Hunter’a BrtltsA Empire , Page 85. 

Hnntor obserTes that land is plentiful in the Native States 
and migration of tho population from oongestod ate&s to 

those parts is required Ho remarks, however, « In some 

parts of India, this change in the relation of tho people to 
tho land has taken place before our own eyes Thus in 
Sengalj there was in tho last century more cultivable land 
than there were hnabandmen to fall it. A hundred years 
of British xnle has reversed the ratio , and there ore now 
in some districts more people than there is land for thenz 
to till. This change has produced a silent revolution in 
the rural economy of the Province.” 

t The Population Problem in India. 
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ocean steamers and tlicy rcrail a large portion of 
their earnings for the support of tlioir families at 
home.'^ li is in this way that the population of the' 
Konban with 237 persons per square mile is support- 
ed, and it dees not argue any remunerative charac- 
ter of agncullure there. Several other tracts maybe 
found to disclose a similar phenomenon, and one 
would be hardly warranted in indulging in optimism 
^^ith respect to the productive possibilities of a 
majority of provinces. 

76. Food Supply, — Mr. K. L. Datta's in- 
vestigation into the causes of high prices, revealed the 
fact that during the period under inquiry, the popula- 
tion of the country was growing faster than the food 
supply. He maintained : — " Considering the growth 
of the population and the increase in the external 
demand, the supply has been short during the greater 
part of the period embraced in the enquiry. The de- 
mand for both internal consumption and exports hav- 
ing increased at a quicker rate than the production of 
food grains, it is only natural that the general level ’ 
of prices of food grams over a senes of years would | 
rise although in a particularly favourable year it ' 
might have fallen to some extent. The food supply 
in India compared with the demand, both internal 
and external, reached its lowest level in the quin- 
quenniiim 1905-09, and this shortage of supply haS 
doubtless contributed, in no small measure, to the 
unusual rise in prices during that qiimqueimium."* 


• Report on Hrgh Prices. 
I9 
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A comparison of the growth of population and 
of the production of food grains, is presented in the 
following table, in which index numbers represent- 
mg the increase, are given : — 
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In their Resolution reviewing Mr, Datta’s report, 
the Government of India stated that the statistics on 
which reliance had been placed and had to be placed, 
suffered from the fault of inaccuracy and that in- 
ferences drawn from such data must be taken with 
an amount of reservation. They, therefore, present- 
ed their own figures which, m their opinion, were 
more reliable, and concluded that there was ** an 
almost precise parallelism between growth of popu- 
lation and extention of cultivation and that «the 
only interpretation which the figures can bear is 
that the correspondence between the two has been 
substantially maintained.” Government also point- 
ed out the further consideration that extension of , 
irrigation must have resulted in an improvement of 
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the outturn nnd tint the development of communi- 
ent ions must have hftd the effect of enhancing the 
“efticieucy” of the aggregate of food production. 

Even ndniitting liic new here presented as cor- 
rect, we cannot feel that the situation is satisfac- 
tory, because it amounts to this that the increase in 
food supply n just able to keep pace with the 
growi-h of population. But it is argued that 'the 
real problem ns regards a country so situated is 
obvioush’ to determine whether the purchasing 
power of the people generally has increased’ and 
that the high prices of Indian exports in foreign 
markets have' enabled the Indian cultivators to pur- 
chase larger quantities of the necessaries of life from 
abroad, which is tantamount to a larger production 
of vrealth in this counlr}'. And Mr. Datta observes 
that “India has now to part witli much less of her 
produce to meet her foreign obligations for the 
simple reason that her produce has risen in value in 
European markets”. It must be borne in mind, 
however, that so far as food grains are concerned, 
with a shortage of supply and prices ruling high in 
the Indian markets, they have never been imported 
in appreciable quantities from abroad. Government 
argue that the internal supply did not require to be 
supplemented by imports. But the true explanation 
seems to be that the Indian population must have 
been underfed and that it did not possess purchas- 
ing power sufficient to enable it to supidement its 
slock of food grains by foreign imports. 

Higher prices of food grains cannot compen- 
sate the Indian producer for the growing pressure 
of the population on the soil, because the general 
level of prices has gone up in India and the share of 
the cultivator in whatevei benefit may accrue is, for 
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obvious reasons^ very slight. It more mouths have^ 
to be fed with the same or nearly the same quantity, 
of food, the prices must rise, and this rise cannot be 
anob-ject of congratulation or of consolation in 
view of the fact already noted that the closing of 
the other industrial avenues li driving many people 
on to land. To maintain a growing population, the 
soil must bo made to yield more and the product'on 
of food grams per acre must increase ov.ing to in- 
tensive cultivation. Agricultural improvements 
effected during the last few years ha\ e not augment- 
ed the yield to an extent of which account may 
be taken.** Apart from tho commodities obtained 
in exchange tor the raw materials exported from 
India, the productive power of the people cannot 
enable them to supply themselves with necessaries 
of life m a sufficient quantity. Industrial spcciali-^ 
zation, under normal conditions, has its advantages 
and there is nothing inherently undesirable in .a 
country exchanging its special products for those 
which are produced by other countries under pecu- 
liarly favourable circumstances. But India’s 
dependence on the sole industry of agriculture 
amounts to. a jdanger and has contributed to the 
backwardness and poverty of the people. 

77. Famines.— -Famines which have harrass- 
ed India so frequently are now unknown in other 
Civilized countries though they were common there 
fprmerly. “To-day they are found only in the agii-: 
cultural and mining industries. They are not as e! 
rule very hurtful, except in countries industrially 
backward. A failure of the wheat crop may mausel 
terrible famines in poor countries like India or Rus-/ 
sia, and the insufficiency of certain raw materials 


* Mr Mackenn^ * AgncuUurc in India.' 
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may throw factories idle,” ' It has heen said that 
/Indian famines are not so much famines of food as 
famines of tiic Jn^ns with which to purchase food . 
But now though the railways facilitate~“tKe“'tfans'^ 
pqr|; of food-grains from one part of the country 
wi\ere they are available, to that in which the crops 
hrc^’e failed, hnd to that extent the horrors of the 
calamitj- are minimised, a famine must always be a 
serious crisis ,of. under-production. Not to ffo to 
earlier famines, we mav refer to the failure of the 
monsoon in the United Provinces in 1907. Besides 
the other evils it entailed upon the people, the 
famine was responsible for a deficiency in food pro- 
duction equivalent to an amount of grain sufficient 
to feed^the 48 million inhabitants of the province 
for five months. The total loss on food crops at 
both harvests, in terms of money, was put at Rs. 42 
crores while the total loss on other crops was about 
Rs. 15 crores. 

Famines and scarcity are, no doubt, caused by a 
failure of the rains and rarely by floods, and Govern- 
ment have developed an elaborate system of preven- 
tive, protective and relief measures. It has mini- 
mised the danger of the loss of human life and also 
of cattle life. , But as the Famine Commission of 
1880 pointed'* opt, no protective measures can be 
adequate which did not include some. attempt to 
.’diversify foims of employment. The problem of 
production and population cannot, therefore, be solv- 
ed by these indirect /methods, however useful they 
may be in themselves. A-bold frontal 4 ittack must 
bp'levelled at the evil and the productive capacit}’ 
of the people must ,be raised. The growing demand 
for the raw materials of India and the higher prices 
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•which some o£ them may o£ten command, should 
not be regarded as a gratifying indication of the 
gro’wth of that capacity. That is, after all, a 
subordinate factor in the situation. Of course, 
larger exports of cotton, jute, oil seeds and hides at] 
higher prices will mean a larger supply and there- 
fore production of wealth in the country. That is, 
ho-wever, an inadequate and precarious source of 
•^vealth creation. If those raw^ materials were manu- 
factured in India with Indian labour and Indian 
capital and under Indian management, the addition, 
to the national income will be enormous. And then! 
only wdll it be possible to suppoii the existing or a 
growing population with anything -lilro decent 
means of subsistence. “It may be more cheap,”’ 
writes Mr. Loveday, “ to export raw' goods and im-' 
port manufactured goods. But if India is to win a 
stronger position as buyer and seller in the markets 
of the world, she must deepen the channels and 

regulate the action of her stream of produce If 

the concentration of the agents of production on a 
great variety of undertakings is to prove advantage- 
ous, it must be on industries unafEected by drought. 
If the national forces of international competition 
have not accomplished that aim, then deliberate and 
determined action alone can achieve it.” * 

'7S. The Outlook. — ^Thc above discussion'' 
* drives us irresistibly to the conclusion that without 
an enormous increase in its productive capacity, 
India can hardly maintain even its present popula- 
tion, much less steadily growing numbers. An in'-j 
creasing population must thrust the country deeper 
into the miie of poverty and misery. A steady- 
growth of population in a country maj’' be an mdi- 
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' cation of progress and prosperity. It maj’^ also be 
; as much a cause as an effect of national paverty and 
i decadence. The present standard of living of the 
mass of people is extremely low and the situation 
will be intolerable to all those who are anxious to 
see a substantial rise in it. Whatever progress is 
being made; will be just suflScient to overtake the 
normal growth of population. And what is wanted 
is a rapid improvement in the economic condition of 
the people, which can be secured only by increased 
efficiency. “ A real increase of wealth and prospe- 
rity comes to nations as it does to individuals, not 
from any recklesss piling up of coined rupees — nor 
again from any rise of prices — which, as shown be- 
fore, is in India almost invariably associated with 
crop-failures and famine conditions, but only from 
incre^e in industrial activity, energy and efficiency 
orfthe one side, and on the other, from .increased 
productive employment of capital. With us, there 
is a deplorable deterioration in both respects”* 

This gloomy picture would lead one to ask 
W'hy the problem should not be attacked from the 
end of population also. A restriction of the growth 
of population will have the same effect as an in- 
crease in the quantit)- of subsistence as a larger 
share of national income wilTbe available for distri- 
bution , , The average increase >of p qpulation, mean- 
ing thereby the excess of births over deaths, 4s by 
noLmeans high. Whereas the natural increase ^br 
thousanZ^f the population is lOjn the United King- 
dom, it is only 8 in this country. This figure is low 
not because the birthrate is small, as might be 
thought, but because both the birthrate _and death 
rate are comparatively high. A study of the statis- 
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tics m this connection relating to the principal 
countries of the world discloses the fact that a high 
birthrate is accompanied b} n high dcathi ate, and 
the corrcbpondence of the tw o rates means the cor- 
rectness of the Malthusian doctrine. This state 
of things prevails m Rumania, Russia, Hungary, 
Savouy and Italy, and India stands in the same cate- 
gorj' with a birthrate of 30^ and a deathrate of ^8. 
per thousand. “Here are countries in is Inch the 
population IS pressing on subsistence. It is trying, 
to increase faster than the means of support make 
possible, and the positive check is in operation.’ 
Not the positive check in itscvtrcmcforra;lhcbirtlr'i 
rate is not at its maximum ;somo limitation of births' 
there is. But more children are born than can sur- 
vive and become adults and more persons become 
adults than can survive to peaceful old age. The 
populations are ill fed, ill clad, ill housed, ill warm- 

ed. 111 cared for m sickness In all these coun- 

tries, an indispensable condition for a permanent" 
iinEr.ovement in the condition of thc''ma‘sror the 

'’■“hratc-a ralaxa- 

tioii Ot the pressure on the means of support "■ 
r. -These remarks apply, in a 

s:mr.rZh’ 'T TT^ ” 

A j j our death-rate also is hjVh 

itfe LeTt'Z 

will mZa? !’ disease and distress. It’ 

the ZnoZ ‘I’® of 

checkZ h Z” “ “oi he desirable to 

check the bwh-rate and thus relieve the pressure on 
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subsistence ? The economic situation and the pros- 
pects in India, then appear to call for the applica- 
tion of the Uklalthusian remedy. Late marriages’ 
of both men and women with a view to the control- 
ling of the number of children, is that remedy. The^ 
necessity and wholesomeness of marriage are admit- ' 
ted, and therefore Malthusians recommend the;] 
adoption of voluntary restraint in married life. 

We have not the space to notice, and it is not 
necessary to do it, the objections which have been 
raised to the self-restraint suggested by Malthus 
or to discuss the position of the followers of what is 
called nco-Malthusiauisra. And it is safe to agree 
to the proposition that ** it is advisable that people 
should not bring children into the world, till they 
can see their way to giving them at least as good an ' 
education, both phj’sical and mental, as they them- 
selves had; and that it is best to marry moderately* 
early provided there is suflScient self-control to keep 
the family within the requisite bounds without 
transgressing moral laws."* Humanitarian feelings..' 
and solicitude for the welfare of children, if not of 
the whole nation, no less than personal ambition and 
a desire for independence and national happiness, 
would justify the adoption of Malthusianism. 
The pathetic picture of a fair]}’' intelligent and 
perhaps well-educated man, burdened with the 
anxieties of a large familj^ at a loss to know how to 
keep the wolf from the door and reduced to desperate 
shifts, to arts of flattery and slavishness, provokes 
the reflection that those troubles are entirely self- 
imposed and could have been avoided. And this 
reflection does not fail to arise in the mind even of 
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pious and conservative people when they see wi- 1 
dowers of forty and fifty going in for their second' 
or third marriage and preparing for misery to them- 
selves, their wives and children. 

SO. Indian Rttitude.— Malthusianism, and 
neo-malthnsianism in parlicular, is sure to shock the 
average Indian mind as it did the European mifid 
years ago. Hindu law-givers looked and rightly 
looked upon marriage as a necessary social institu- 
tion and a sacrament. Perpetuation of the race is a 
sacred duty, and every man has to get out of the 
debt he owes to his father by leaving a son after 
him. Late marriage is prescribed in the case of men, 
but the performance of the religious duties of the 
house-holder makes the married state absolutely^ 
essential. The injunctions recorded m the works 
of Hind law-givers, show that they laid down rules 
for a society which required for its existence and 
progress, a growing population of vigorous, healthy 
men, and to shirk married life would have been re- 
garded as shirking a sacred duty to the community'. 
Prayers were and are offered to God for the grant of 
a healthy and vigorous progeny, and this attitude 
on marriage and the house-holder’s life, finds a justi- 
fication in the attempts now being made in western 
countries to encourage marriages and to reward 
large families. 

The anxiety of the average Hindu to have a son 
and the shifts to which he is reduced in trying to 
secure one, have been objects of ridicule with cer- 
tain authors. ** In the adoption of a son the Hindu 
aimed and still aims at satisfying an exacting group 
of manes greedy in the other world for recognition 
and offerings in this. He looks too for appreciable 
benefits which] he is himself to derive from the future 
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ceremonies the fruit of which will reach him in the 

realm of shades In somehow acquiring a 

son the Hindu thinks generall}’’ that he is making 
the best of all possible bargains for himself in this 
world and the one to come.” * 

We have suggested above the true explanation 
of this Hindu passion to procure a son j and critical 
students of Hindu law and usage have not failed to 
appreciate it. J. D. Ma3me observes : “ In modem 
times children are a luxury to the rich, an encum- / 
brance to the poor. In earl}’’ ages female offi-spring 
stood in the same position but male issue ;was . 
passionatel}^ prized. The very existence of a tribe,' 
surrounded by enemies, would depend upon the: 
continual multiplication of its males. The son-less 
father would find himself without protection or 
support in sickness or old age and would see his landj 
passing into other hands when he became unable 
to cultivate it. The necessity for male off-spring 
extended in the case of the Aryan even beyond this . 
world.’’ t 

Si. Changed Conditions. — But times have 
changed, and with them must change social laws 
and customs. The struggle for existence, if not 
education and the efforts of social reformers, is 
steadily pushing up the marriageable age of girls 
as well as of boys. In fact, early marriages of 
the latter are entirely opposed to the rule oiBrahfna- 
charya strongly insisted on by the ancient lawgivers. 
And whatever objection may be raised on religious 
grounds to the postponement of marriage of girls, 
there is nothing to prevent wholesome restraints in 
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married life being practised. Such moral restraints* 
are clearly implied in some of the old rcstricUons 
imposed by wholesome custom on married people. 
Though it may be a little difficult to establish the 
fact, there is no doubt that the a\ erage life in this 
country has declined a good deal, and the strain of 
the modern, struggle for existence is responsible for 
it. The same remark may be safely made with re* 
gard to the health of the aierage Indiam Under 
these circumstances, it becomes a duty of men and 
women in India to see that the nation has a healthy 
and vigorous population which will stand compari- 
son with other races, and will not go under in intcf- 
national competition. 

To a Hindu, marriage and the begetting of a 
son, is a duty which he owes to society. But it is 
sorely to misunderstand the spirit of the law-givers 
and of ancient practice to suppose that religion 
imposes upon the householder the duty of begetting 
children for whom he can not hope to provide and 
that a limitation of the family by the exercise of 
prudence would violate the injunctions of religion 
and dictates of morality. Manu says. — "By the 
eldest as soon as born, a man becomes father of 
male issue and is exonerated from debt to his ances- 
tors; such a son, therefore, is entitled to take 
heritage. That son alone, on whom he devolves his 
debt and through whom he tastes immortality was be- 
gotten from a sense of duty ; others are considered 
as begotten from love of pleasure." If it was the 
sense of duty to society w’hich animated ancient 
laws with regard to marriage and progeny, may not 
the same sense of social duty be pleaded in f a% our 
,, of a limitation of families ? * Love of pleasure ’ 
Manu speaks of, or blindness to the future, brings 
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on misery to the individual and society, and moral 
restraint which religion and reason insist upon, is 
calculated to make for health, wealth and happiness. 

A low or declining birth-iate is regarded as a 
sign of advancing civilization, and it is believed that 
the lower the birth-rate, the higher is the prosperity 
of a nation. The present tendency in western 
countries is towards a steady decline of the birth- 
rate accompanied by growing material prosperity. 
**rhe general decline of the birth-rate in advancing 
countries ; the itcc entuat ion of that decline among 
the well-to-do ; the probability, almost certainty, 
that with wider diffusion of prosperity the tendency 
will spread more and more to all classes— at times is 
due to social and industrial ambition. Some writers' ' ' 
have discussed the change as if it were automatic, as' 
if the lower birth-rate among the well-to-dcT” were 
the natural and necessary consequence of their 
having a larger income. The connection between 
income and birth-rate is the other way ; lising pros- 
perity is rather the effect than the cause of declin- 
ing pressure. The fundamental cause is the wish of 
each family to promote its own material welfare.”* 

Vicioas ©ircle. — In the matter of this 

question of a declining birth rate, we seem to move 
in a vicious circle. The birth rate goes down 
where economic conditions are satistactory and the 
intellectual and educational level is high, and a low 
birth-rate is required to improve the economic con- 
dition of the community, ”The causes of the de- 
clining birth rate are to be found in the intellec- 
tual and material forces which have so wonderfully 
stirred the people of western Europe during the 
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last century : the spread ot education, newspapers 
and boohs ; cheap movements by railway and steam- 
ship ; the stirring of stagnant population by the 
new* modes of employment, by large-scale produc- 
tion and the factory sj'stem, by the changes through 
emigration”.* Unless then the stagnant popula- 
tion of India is educated and stirred and unless new 
modes of employment and methods of produetion 
are adopted, how* is the birth rate in this coimtry 
going to be checked ? And will it not be much 
better if national efforts arc directed towards the 
creation of these conditions which hold the propen- 
sity to multiplication in check ? 

These questions are suggested by the existing 
, economic, political and social conditions in India. 

■ The aboriginal tribes are the most prolijBc races in 
, India and the prolificness of Mahomednns seems 
to be greater than that of the Hindus. It must be 
' greater among the lower and poorer classes than 
among the higher. The exhortation, therefore, ad- 
dressed to the people that instead of allowing the 
hand of death to limit the population to the means 
of subsistence, they should keep it under control 
and cultivate the habit of cutting their coat accord- 
ing to the cloth that is available to them, is bound 
to prove infructuous in India w’here of the to- 
tal population of the country, only 59 out of every 
1 ,000 persons are literate in the sense of being able 
to write a letter to a friend and to read the reply, 
and the literacy is divided very unequally between 
the two sexes, only 10 females per thousand being 
able to write against 106 males per mille. With 94 
per cent, of the population not knowing how to 
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' tend and write, with an average income o£ Rs. 30 
per head of the population and with about Rs. 12 
of per capita foreign trade, it is not possible that the 
o.auses which have brought down tlie birth-rate in 
western countries should operate in India. The ex- 
tremely small class of the well-to*do and the educa- 
ted people, who are a minute section of the popula- 
tion, and who feel the strain of the struggle for 
existence most, may indeed exercise the moral 
check to their advantage, but that will not apprecia- 
bly affect the national birth-rate. The generally 
high birth-rate in India is attributed to the large 
proportion of married women and this is not likely 
to be changed for years. It is futile to raise the 
marriageable age of boys only, but it is extremely 
difficult to raise the ago in the case of girls. We 
have shown above that though the birth-rate in 
India in very high, the excess of births is extremely 
small, not more than 8 per thousand, While, there- 
fore, the application of the mallhusian principle 
seems to be called for, there is a bitter complaint 
about race suicide among the Hindus, at any rate, 
of certain provinces. The increase among Maho- 
jnedans and Christians is much higher than among 
the Hindus, and this fact is causing anxiety to 
many. The following figures will make the situa- 
tion clear ; — 


j Actual number in Vantlion per cent 


xSlI (in mtlhons) 

XSOI-II 

l89i-or 

I88i-l9xi 

Hindus 

CtJ’S 

5 0 

- 3 

li 3 

Muslims 

66'6 

C-7 

S9 

33 0 

CbristiDfis 

38 

32 6 

28 o 

loS 1 


The difference in the rate of increase is not 
satisfactorily accounted for by conversions from one 
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faith to the others or similar other causes^ and it is 
attributed largely to the peculiar social customs of 
the Hindus such as child marriage and prohibition | 
against widow marriages. The high rate of infant, 
mortality also keeps down the natural increase! A 
writer commenting on this feature of the popula- 
tion statistics observes : — *<Thc moral of all these 
facts IS plain. The Hindus are not yet a dying 
race, but surely thej* are on that track. Fortu- 
nately, its causes are perfectly plain. They have to 
thank their own social customs, which, as wo shall 
see later on are ruining them in several other ways 
too. In spite of Muslim rule for over a thousand 
years, the Hindus formed 80 per cent, of the popu- 
lation of this country in 1870, but now they are 
not even 7O, and the decimation comes this lime, 
from "within and not from w ithout — surely a bar-*, 
der foe to combat The momentous question is : Arc 5 
■we to remain iiidiifcrent m the face of this 
crisis ?"* 

It is an interesting phenomenon that the fe- 
cundity of marriages is not high in India compared 
with that of England, for instance, m spite of the 
universality of marriage and early marriages in this 
country. The births per thousand of females of 
reproductive ages (15-45) in England and Wales cal- 
culated on the figures of the Census of 1911, were 
98„»gainst 128 in India. But if births are calculat- 
ed on the number of married females of those ages 
and not on the total number of females between 15 
and 45, the Indian figure stands at 1 60 against 196,. 
the figure for England.! 

*M S Kaniat The Census o£ India 

■1 P. K. Waltal, The Populalion Problem in India 
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S3. Summary. — Though the doctrine of 
population which Malthus formulated under pecu- 
liar economic conditions, is not one of universal 
applicability, as conditions of wealth-pioduction 
have vastly improved since he wrote, the optimism 
which some economists display on this question, 
is not justifiable in view of the miserable condi- 
tion of the mass of pcoplo in certain countries. 
'^Organization and science have, in fad, so im- 
mesuiably enlarged man’s control over the forces of 
nature that her productivity has increased far more 
than population oven though the latter has grown 
at a quite unprecedented rate in ‘ the industrial 
countries of the world.” There is, however, no 
guarantee that this excess of subsistence over popu- 
lation will be maintained even in progressive coun- 
tries. 

Improved economic conditions in western 
nations have raised the general standard of living 
and the marriage rate has steadily declined, more . 
maikedly among the higher than among the lower ' 
classes, A desire for comforts and luxuries works as 
a check on marriage and also upon the size of 
families, i'he growing independence and improved 
social status of women have combined with that 
desire to restrict the growth of population which 
has not, however, been kept down owing to the 
dimuiiition of mortality* The death rate is declining 
as the result of improved sanitation and health, and 
'the steady inciease of population is being main- 
tained. Progress lies m an increasing amount of 
wealth falling to the share of the individual mem- 
bers of the community, and it is desirable that even 
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in prosperous communities the populrliou should 
grow at such a rate that it may bear a larger satio 
to subsistence. 

In India, though the actual or.ce'-s cl rt^-'s 
over deaths is not very large, both the o.'i ir.’i i f >ii 
the deathrate areevtremely higa. > K' -pcs .<• 

ing, the actual checks to population :n t.'nin i, I v\m, 
and many other parts of the world arc c d' ^iic^e 
so well described by < Malthus. In :>;d' . j£ 
is true, British rule has abolished end vrr, and 
the total population has incrcaseJ \^r.- 
during the last century as railways, irmr.iuo.* ^ -oi v!, 
and other modern innovations Imc iiacici u V’ q 
productive capacity of the cou.itrj. L.it _M'ie 's, 

still lamentably frequent, and in spire of , i.j.iitr. il 

progress it would seem to be true th.u in. 
tion readily rises up to the limits of u'o ... lu off 
subsistence.”* 1 

That population in India is pr^v^i vr 

means of subsistence and thar^^ hat .Van: ...n ^ 

growth of population, is undoubted. I. ... 
rate may go down with improved sanuaion 
ess there is a substantial improvement in th^ c. o->r . 
mic position of the country, there is no ho » 

wel.-b.mgo£ the people bemg„pp.:rw:;;::^ 

T^bere is growing pressure on the land iuj o'b r 
mdnstnal avenues have been blocked. The -.roelel 
o£ population must be attacked from -h l-T of 
prednetion, and the means which west,, 
mumties have employed to increase then com n nid 
over nature and their total stock of I 1, ' ^ 

be employed also in India. With fy 

*w. T. Uyt«,. iBUoaual™ t. Aa 
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science, the soil may be made to yield more and the 
expansion o£ manufacturing industries and com- 
merce, will increase the national income. 

The problem is also capable of being attacked, 
b, t to r.n csf”omeh' small extent, from the side of 
tlic grcvrUi of population, and preventive checks 
consist in the postponement of marriages and 
thj c: v'jioiib limitation of the size of families, if 
a"'pl. vh V ,11 act beneficiall)’^ on the progress of 

cou'-try. The birth-rate is generally very high 
a Cl a .be lower and less intelligent classes ; and 
rmcry ll <' 1 . the moral check will not come into 
cixiat'cn. Educated people, who are a drop in the 
occ , i.'i 3 , however, face the struggle for exist- 
t5*ce ecltci hy resorting to moral restraints, which 
arc iu no waj* opposed to leligion or morality. 
S-vXu, 1 V V sire is, no doubt, a powerful impulse and 
eels with great force in low stages of civilization 
a*u! llic lowest classes of civilized communi- 

t. 5. I\'“ it i' not a fixed impulse that cannot be 
co:itro''!< d erd modified. 

T’ 0 ipint cf Hindu laws and religion does not 
r. aiu t, pan ’=!t, but actually enjoins restraint of the 
prssion? over iii the matter of the begettirg of 
ci dtii n. 2 Ipiiiage is a social duty and a man has 
to iv? contribution to the maintenance of 

see eiy f rd the perpetuation of the race. But the 
stlf-sovi 0 duty may require the limitation of num- 
bc'3 in cer'am circumstances. A healthy and 
v’^'or'''*: noprleticn has been the Indian ideal, and 
tin- picclcm to-diy is how it shall be attained in 
tl.e Cl e*’ccd ‘oo'ial and economic conditions of the 

ccui»ti3 . 



Chapter 'STIII. 


The Economic Revolution. 

RSrSRJOtfCES 

Roflale Esicyt or Triton EecoMtcs, St'nchfiy* InitOf t<j /i<J* 
tmmstraltot: and Ffo^rtss, Chcincji Iritan Pohft, Losud'tty^ J-'itar 
Famviis , G V Josh> a>d Sptu^tt, H C. DuJit 

tn ikt Vtctortan A^e , Impcrtal Gattllttr, Vol ITT, Henry CJ»} ! 
Etot On tcsfor tht Gintr 1/ Rtaitr , Ant i.aJ Adrtti tsiraitor Rtporis <"» 
tht Rathoays tn India , Annual Rev»i*n o£ the Trade o£ Indn , Radha- 
kumud Moolcrji fftsfoty of h itet, A^ar’i£!’>tei and Vanltmt Aclfrilp^ 

84. Exchange. — Except m a stale of primi- 
tive economic organization, the work of wealth pfo- 
duction IS not completed till the commodity pto- 
duced IS taken to a place where it will find purcha- 
sers. A worker may indeed conceivably produce 
for his own consumption, and not to speak ot 
old times in backward communitie*! c\ on at the 
present day, self-sufficing families are not 
quite uncommon. But a division of labour is 
found necessary as a community advances, 
and specialization and co-operation m the case 
of individuals and groups of individuals, charac- 
terise the progress of civilizition Individuals ex- 
change with one another the goods they have pro- 
duced and thus satisfy their special wants. V^heii 
one commodity is exchanged for another without 
the intervention of a third, which is the measure of 
value, ue have a case of barter, and the use of such 
a medium of exchange bespeaks the advance of a 
community to a money economy. 

In the village life of India, exchange is very 
simple and most of it is of the nature of barter. 
The cultivator will often buy his implements and 
clothes by exchanging the produce of his fields for 
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them, and wages are also paid in kind.* For- 
merly the revenue of Government was paid in grain, 
but the S 5 ’'stem of barter is fast giving way before 
the use of money and is now almost unknown in 
towns. The medium of exchange having recently 
come into greater use, a desjre for. the - possession 
o'fmbne]^’^ passport for the purchase of any de- 
sired commodity, is becoming. universal except in 
out-of-the-way places to which modern methods of 
trade and industry have not yet penetrated. 

It is impossible to overestimate the advantages 
of exchange, and a comparison of the ease with 
which even a person of ordinary means can, now-a- 
days, obtain a variety of articles, necessaries of life 
and luxuries, in his own locality, with the extreme 
difSculty- experienced in the matter only a few years 
ago, will be instructive. When a district is afflicted 
with scarcity, it can bring grain from neighbouring 
or even distant districts and provinces. Burma 
thus supplies large quantities of rice to the rest of 
India m times of drought. 

85. Markets and Fairs. — On market days 
and fairs, villagers go regularly to the neighbouring 
town, and all kinds of purchases are made. These 
provide opportunities both to sellers and purchasers 
to dispose of surplus produce and to procure the 
articles required. In very small villages, there is 
hardly a single shop for such necessaries of the 
rayat as kerosene, chillies, salt and vegetable or 
j luxuries as sugar, and they have to be regularly 
‘ procured from the town hard by or from the market 
held regularly once or twice a week. At these 
markets articles can be had in sufficient varietj’’ 
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and of the required quantity, and the prices also are 
reasonable. 

Where villagers, whether cultivators or artisans, 
exchange the produce of their labour directly 
to satisfy their wants, it is a case of barter. 
The cultivator will then obtain his cloth, shoes, 
earthen pots, &c. from the village artisans in 
e\changc for the baluia or fixed grain charge paid 
to them annually. 1 his ■village system is, however, 
being steadily displaced, and payment of money is 
becoming common. In markets and fuirs, this is, of 
course, the usual practice Every village of decent 
size, has a shop ox two of groceries and this is >tlic 
only somce of the supply of articles of every day 
use to the villager. Other things must be purchased 
on market days as pointed out above. The weekly 
markets in certain places arc of great size and attract 
sellers and purchuseis from miles. Families lay itiU' 
stock of necessaries to last them for a week. Knipk- 
kn.»cks, sv,'ectracat and ai tides of luxury are general- 
ly purchased at fairs, most of which arc associated, 
With/eligious 01 social festivals, ” 

.‘Any extensive division of labour in the sale c£ 
commodities, is not possible in small places. It is 
only m big villages and towns lint mercbanls and 
shopkeepers specialise m the sale of articles. The 
shopkeeper plpys a very important role in the village 
community, and in small towns too ho discharges a 
useful function. He keeps a pretty large stock of 
goods ready to meet the demands of his customers 
■whenever they may choose to buy. He procures his 
supplies from different commercial and industrial 
centres and retails the articles as they are wanted. 

Railways, which now traverse the whole' contin- 
ent, have revolutionised this old system of exchange. 
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The net*work of railway’s covers the whole country 
and has brought distant provinces in close contact 
with one another. Before the iirtics of the last 
century, the means of communication in India were 
difiicult, and though commerce was maintained bet- 
ween north and south and east and west, it wrs 
precarious and its volume extremely small. Inter- 
provincial trade has enormously increased since 
then and the surplus o£ one province and district 
goes to supply the deficiencies and needs of other 
provinces and districts. 

86. ancient Indinn Commerce.—This sti- 
mulus which the improv'cmsnt of the means of 
communication, such as railways, steamships &c,have 
given, is most markedly' seen m the wonderful 
development of the foicigu trade of India. The 
sea-borne and foreign tr<ade of India has had a bril- 
liant history. The valUublc products cf Indian work- 
ranubhip and of the Indian soil, attracted merchants 
from all parts of the globe and the people of this' 
country’ earned on a piolitabio trade with the most 
distant parts of tlic woild. ‘^Froiu the earliest 
days, India has been a trading country. The indus- 
trial genius of her inhabitants even more than her 
natural wealth and her extensive sea board, dis- 
tinguished her from other Asiatic lands. In contrast 
with the Arabian Peninsula on the West, vMth the 
IMalay’^an Peninsula on the East, or with the equally’’ 
fertile Empire of China, India has always maintain- 
ed an active intercourse with Europe. Philology 
proves that the precious cargoes of Soloman s 
merchant ships came from the ancient coast of 
Malabar. The brilliant mediaeval lepublics of Italy 
drew no small share of their wealth from the Indian 
trade. It was the hope of participating in this 
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trade that stimulated Columbus to the discovery o£ 
America and Do Gama to the circumnaMgaiioa ot 
the Cape of Good Hope. Spicesi drugs, dyes, and 
rare woods j fabrics of silk and cotton ^ jewels and 
gold and silver — these were the temptations winch 
attracted the first ad\ enturers from Europe." * 

Ihe prospentv of ancient Indian commerce 
is a matter of history, and it will be no exaggeration 
to say that the political doN clopincut of the nations 
of Europe, and tbcrciorc of ihe whole world, has been 
shaped "by the keen competition of European powers 
for the monopoly of Indian trade. The position of 
India was simply unique. “ Wc bhall have ample 
evidence to show that for full thirty centuries India 
stood out as the very heart of the Old World, and 
maintained her position as one of the foremost 
maritime countries. She had colonies m Pegu, in 
Cambodia, m Java, in Sumatra, in Borneo, and oven 
in the countries of the Farther East as far as Japan. 
She had trading settlements in Southern China, in 
the Malayan Peninsula, in Arabia, and in all the 
chief cities of Persia and all over the east coast of 
Africa. She cultnated trade relations not only W'lth 
the countries of Asia, but also the with whole of the 
then known woild, including the countries under 
the dominion of the Roman Empire, and both the 
East and the West became the theatre of Indian 
commercial activity and gave scope to her naval en- 
ergy and throbbing international life."t The history 
of India's foreign trade during the seventeenth and 
eighteenth centuries, is a record of the commer- 
cial rivalries and of a struggle for trade supremacy 

• Sir \V. W Hunter 1 he British Empire. 

T Radhakumud Mukenw A History o£ Indian Shipping and Man- 
time Activity. 
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among the Portuguese, the Dutch, the French and 
the English. One after another these rivals drop- 
ped out, and the British East India Company remained 
master of the field. “ Just before the first half of 
the eighteenth century, the English had to face the 
open hostility of the French ; and the history of 
trade is merged in that of territorial acquisition, till 
in 1813 the trading functions of the Company in 
India were brought to a close, except so far as the 
monopoly of trade with China was concerned and 
this also ceased in 1833.” * 

India’s foreign trade in the beginning of the 
nineteenth century, 'Was comparatively very small. 
The European adventurers had not been able to 
penetrate the interior of the country and there were 
no facilities for such impenetration . “ It was in 
fact practically impossible to penetrate inland or to 
draw thence to the coast any of the products of the 
interior ; and even if facilities had existed for local 
traffic, it would have been impossible in the con- 
ditions of navigation which then existed, to convey 
to Europe at a profit the bulky articles of low value 
which now maintain great fleets of ocean steamers 
and are the staples of Indian trade.” * The mono- 
pol}' of the trade and the disturbed nature of the 
internal state of the country, were additional causes 
which limited the dimensions of the foreign trade. 
The East India Company, however, selected 
precious cargo which fetched enormously high prices 
in England, and the dividend in 1862 was 150 
per cent. 

ST. Under ©oinpany CSovernment — Tlie 
Mahomedan and Hindu rulers did not and could not 

devote much attention to the development of foreign 

- -- - ■■ ■ ■ . ■ ■ . 

* Imperial Gazetteer, Vol, III, page aSS. 

29 
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trade. The country was so rich that it was not felt 
necessary to exchange indigenous produce for foreign 

imports to the same extent as it was in European 
countries which vied with one another to obtain the 
valuable products of India. As Sir W. W. Hunter re-, 
marks, the British rulers were not temple builders, 
like Hindu kings or palace builders like Mahomedan 
nabobs and emperors, or fort builders like the 
Maratha warriors, but they were essentially builders 
of commereial towns, and their talent lay in selecting 
and developing centres of trade. In the hands of 
the British East India Company, which had become 
a territorial and sovereign power by the beginning 
of the nineteenth century, foreign trade steadily 
increased in dimensions. At the beginning of the 
eighteenth century the %alue of exports hardly 
amounted to one million sE, but by 1 834, it exceeded 
£ 8 million, 

, ' The Industrial Revolution in England which 
meant the introduction of steam power and machi- 
nery;, and consequently the production of cheap 
, articles on a large scale, synchronised with the 
decline of the industries of India, which v as reflected 
in and assisted by India’s foreign trade. Indian trade 
was opened to private merchants in 1813, and during 
sixteen years after that date, the Company^ s trade 
averaged £ 1,882,718 annually, while prixate trade 
averaged £ 5,451,452 annually. The process of 
the extinction of Indian manufactures went on, how- 
ever, under the new arrangements; in 1813 Calcutta 
exported to London two millions sterling jsf cotton 
goods ; in 1830 Calcutta imported two millions ster- 
ling of British cotton manufactures. The first import 
of British cotton twist into India was in 1823 : in 
1824 it was 121,000 lbs.; in 1828 it rose to 4,000,000 
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lbs. Woollen goods, copper, lead, iron, glass, and 
earthen ware vrere also imported. British manufac- 
tures vreie imported into Calcutta on payment of a 
small duty o£ 24jper cent, urhile the import of Indian 
manufactures into England uras discouraged by many 
duties ranging up to ioo^per cent, on their value.”* 
This unfortunate revolution in the course of the 
foreign trade of India was disastrous to her indus- 
tries. The people were driven from their handicrafts 
to the plough, and agriculture tended to become the 
sole support of an increasing population. The un- 
satisfactory economic condition of India to-day, 
when our exports consist mainly of raw materials 
and our imports of manufactured goods, may be 
traced to this revolution. How the position o£ 
India as a producer and exporter of cotton piece 
goods was reversed, may be seen from the following’ 
figures relating to the import of Indian cotton goods’ 
into England, and the export of English cotton i 
goods into India. 

Cotton Piece Goods Imported into Great Britain 
from the East Indies: — 

1814 ... 1,266,608 pieces. 

1821 534,495 „ 

1828 ... ... ... 422,504 „ 

1835 ... ... ... 306,086 „ 

British Cotton Manufactures Exported to India. 

1814 818,208 yards. 

1821 19,138,726 „ 

1828 42,822,077 „ 

1835 51,777,277 „ 

SS. Features of Foreign Trade. — While 
this reverse process was in operation, imports 
of British cotton goods had to pay a duty of only 

* R C. Dutt ; » In^» Under Early Bntish Rule,” page 293 . 
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3^ per cent^ while the corresponding imports into 
England were subjected to a duty o£ 10 per cent 
"The progress of the trade continued, h'owOvcr, to 
be comparatively slow, owing to the natural obstruc- 
tions uhich remained after the Company had estab- 
lished its rule over much of the Indian continent. 
During the first half of the nincteeirli century 
roads were non-existent except where they liad been 
constructed for military purposes; off these great 
routes all traffic was carried over narrow unmcttlcd 
tracks impossible during the monsoon/'f Owing 
to the defective character of the means of cora- 
municntion. in India and the hcav^* freights which 
had to he paid on exports abroad, the development 
of trade was very slow as may be seen from the, 
following statistics : — 


*Aerftge 1834- S to 183S- 9 

I, 1SS9-40 to iSiS- 4 

,1 i8 4 * i ■ S to l8'^8'- 9 

,, i849-So to i853- 4 

„ I8S4- 5 to iSSS- 9 

,1 1859-So to iSS:- 4 

1 , 189-t- 5 to l8(5S- 9 

,, rS69-7o to i873— 4 

n iS/A- 5 to 1878- 9 

I, l8TO-;oto 1S83- 4 

,1 iSS4~ 5 to i88S- 9 

„ iSS9-So to 1893- 4 

,1 i894— 5 to iS^8— 9 

„ iS99-rea7-i°o3- 4 

i9o4-3S 


crores ot Its 7 ‘2 ij Ss 

)■ 10 43 14 3$ 

IT 12 n r6,S9 

It i5 85 so OS 

II 25 85 35 84 

II o5 43 17 

II 49 3x 5765 

fi 4i»3o 57>S4 

»i 4S 2S 63 z3 

>i 6i 'll So4x 

i» 75 13 §5 33 

» 8S 7o rcS 67 

»» 88 56 ii3 93 

n 110 69 1-6 59 

143 92 1 74 14 


The characteristic features of this development 
of trade which arrest attention, are (n tint the old 
staples of export and import have mitirelv been re- 
placed by others. The rare and valuable products 
of India, manufactures as well as raw materials, 


, page 261, 


T I’nperlal G»zettcer VoL III 
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which were in demand in foreign countries, have 
now given place to such raw materials and food 
grains as are required in those countries for purposes 
of manufacture. The imports consist mamlj’- of 
manufactured goods which have displaced articles 
turned out m this countrj'. ( 2 ) The annual excess 
of exports ovei imports has steadily increased so 
that the balance of trade is normally in favour of 
India. Bulk of this excess represents the ^Home 
Charges ' which this country has to pay annually in 
England, the profits of European merchants and . 
firms and the savings of European officials remitted ; 
to England. (3) The balance of the excess is re- 
ceived m India in the form of gold and silver. (4) . 
The net imports of the precious metals, though 
they appear to be absolutely large, are not consider- 
able in view of the large population of this country. 
(5) These imports of the precious metals also point 
unmistakably to the economic backwardness of the 
people and their low standard of living. 

S9. Indnstpia! RevoIation.--The change in 
India from a position in which there was a healthy 
co-ordination of the ngricultural-and non-agricultural 
industries to a condition in which the - country has 
become a big market for the sale of Western, ( now 
Japanese ^Iso,) manufactures and a field for the pro® 
duction of raw materials to be manipulated in 
foreign factories and mills, is a case of retrogression 
which is responsible for the decadence and poverty 
of the people. The position of dependence and 
helplessness was accentuated by the extension of' 
railways. “ The great Indian Dependenej^ of Eng- 
land had, during this century, come to supply 
the place of the old colonies. This Dependency 
has come to bo regarded as a Plantation, growing raw 
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produce to be shipped by British agents in British 
ships, to be vrorked into fabrics by British skill and 
capital, and to be Tc-e'cported to the Depcndcnc)" by 
British merchants to their corresponding British 
firms in India and elsewhere. The development of 
steam power and mechanical skill, joined -with in- 
creased facilities of communication, hove lent 
strength to this tendency of the times, and as one 
result of the change, the gradual niralization of this 
great dependency, and the rapid decadence of native 
manufacture and trade, become distinctly marked. 
‘Even now the danger is not over.’’* 

From the point of view of pure economic 
theory, international, like internal c.vchnnge, is 
obviously beneficial. International exchange is 
only an extension of the principle of exchange 
between individuals, districts and provinces of the 
same country. We now know that "the law of comf 
parative costs or of reciprocal demand is the cxpla-,* 
nation of all exchange, and that non-corapeting in-^‘ 
dustrial groups are found in internal industry as 
well. Trade takes place between nations as between 
individuals, because of relative, not of absolute ad- 
vantages. One country A, may produce a certain 
class of commodities at a lower cost than B and 
nevertheless find it profitable to import them, be- 
cause A can produce other commodities still more 
cheaply than B. It will be advantageous for A to 
export the second class of commodities and to 
receive pay for them by importing the first.” f 
90. Theory of Exchange.— The whole 
theory of international exchange, is based on the re- 
ciprocaT^advantage exchange confers on nations 

* Rnnade • Essays on Indian Economics 
t Sebgman, 
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trading vith each other. A division of labour thus 
arises among nations which begin to specialise in 
certain industries. ** Each coiintr}' by specialising 
in those commodities for the production of which it 
Ims the greatest rclaUVc advantages, obtains a bigger 
return for its expenditure of labour and capital than 
it wo\ild have done if it had not specialised but had 
devoted part cf its eSorts to producing the commo- 
dities for which it was relativcl}' less well j&tted. 
The total product of the two countries together will 
be greater than if each bad produced all the commo- 
dities without specialising.” ® 

This doctrine is, however, subject to importaut 
limitations in its application to actual conditions. 
The question will be dealt with at length in the 
next 'chapter. It is sufficient here to point out that 
free international exchange may, under certain 
circumstances, lead to economic dc%'clopment that is 
undesirable from more than one point of view. In 
the first place, “the so called system of the territorial 
division of labour by which the orthodox economists 
assign to the backward torrid zone regions of Asia 
the duty of producing raw materials and claim for 
the advanced European temperate zone countries 
the W'ork of transport and manufactures, as a division 
of labour in production which is fraught with the 
highest advantage to all and is almost a providential 
dispensation, against which it would be foolish to 
rebel,” is not such an inevitable necessity or a bene- 
ficent arrangement. Secondly, the economic readjust- 
ment which follows such an international division 
of labour docs not stand upon the same footing as 
the changing and .changed tendencies of exchange 
between individuals, classes and communities within 


* Homy Clay. 
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the same political unit. Thirdly, the ruin of a 
nation’s industries caused by free intcmalio-s/al ex- 
change may be an eshorbitont price to pa} lor the 
advantage of obtaining foreign commodities cheap. 
The loss in productive power may bo much greater 
than the gam represented b}' cheapness of foreign 
goods secured in exchange for home produce. 

91. Effects of the Revcintton.— If the ad-' 
vantage of exchange lies m the surplus satisfaction^ 
which the parties to the transaction obtain, w'c must 
make sure that there is such a balance of benefit in 
a nation’s trade with foreign countries. are 

often told that one of the advantages of Iho expan- 
sion of our import trade is that ^YC get our supply of 
manufactured articles much cheaper and better than 
we can have ourselves with out present means and 
appliances. This is true enough and is no doubt our 
gain as consumers but what a price arc v/e paying 
for this gain, as producers and labourers ? Our 
home manufactures are almost now gone down and 
this collapse means to us much more than is com- 
monly supposed ( 1 stly ) It means to us the'disrup- 
tion of our industrial organization and a clianjro from 
a many-sided system to one resting on the basis of a 
single industry ; ( 2iidly ) it means to us the trans- 
fer-enforced, compulsory transfer — of one half cur 
industrial population from fields of skilled labour to 
fileds of unskilled labour, involving as its necessary 
consequences a distinct detenoiation in their 
standard of life and comfort ; ( 3rdly ) it means to 
us a fearful falling off m the condition and resources 
of the middle classes, who are the backbone of every 
fairly progressive community ; ( 4thly ) it means to 
r * us a dangerous contraction of the total national pro- 
vision for a growing population changes all of a 
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grave and wide reaching character, amounting to a 
most disastrous economic revolution highly detri- 
mental to the moral, social and intellectual well-being 
o£ the entire nation.*’* 

There has been such a strong revulsion in the 
mind o£ economic students against the rigidity o£ 
the above theory of international exchange that 
even in England, the strong-hold o£ orthodox views 
on this question, many conversions have taken place 
lately to the other side which emphasises the view o£ 
national, racial and imperial considerations so often 
ignored by abstract reasoners. A writer observes 
'^And the practical conclusion of it all is, ( and it 
might be inscribed as a maxim over a nation’s ports 
in letters o£ gold ), that in the game of commerce 
which is being played between nation and nation : — 
Never sacrifice an instrument o£ production to a 
foreign nation for the sake of a merely cheaper 
product of the same kind of instrument but better 
. which they possess but which you do not ; but do as 
you do at home and sacrifice it only to the 
acquirement of the superior instruvicnt of production 
\itsclf which cheapened that product — if you can get 
‘it."t 

92» Growth of Trade.— In the industrial 
revolution which occurred at the beginning of the 
last century in India, the indigenous producers lost 
their instruments. “The extraordinary rapidit)*? 
with which the construction cf railways in India was^ 
achieved, produced an economic revolution in that^ 
country which like all revolutions, was not un- 


* G. V Joshi’s Writings and Speeches, page 65i. 
f John Beattje Crozier , The Wheel of Wealth, 

' a3 
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\accompame<l by suffering. The obligation to save 
'life m limes of drought and the necessity of lines of 
strategic utility (for it was the nuitiny which gave 
the first real incentive to construction ) have been 
the cause of that rapidily ; and it has hud for effect 
the destruction of the native industries and the con- 
centration of labour on that very employ ineut to 
which droughts arc the most dangerous. Had stiatc* 
gic or economic considerations allowed the change 
to be more gradual, it is conceivable that greater 
'powers of resistance might have been shown by tlio 
'native industries, that the lessons of the West might 
have been taught before destruction was iiiDvitiiblC; 
so that laboui might have drifted to other occupa- 
tions as well as to agriculture." j- 

The foreign trade of India reached a record 
figure in 1913-14, and led the Director of Statistics 
to remark : — “ In this connection one is bound to 
conclude that when the economic history of the 
period comes to be written, the sinking dial acleris- 
tics will be not only the rise of prices and its effect 
on the various classes ,o£ _lhe community and the 
country as a^whole, and the success of thc^ co-oper- 
ative credit inovement, but the great development 
of trade, and especially in the year under report, 
which shows India to be as regards trade a land of 
undefined dimensions." f We give below a few 
figures relating to trade for the years 1904-05 


t Loveday Indian Famines 
t Review o£ the Trade o£ India, X9i3-i4 
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and 1913-14, and the comparison will be found most 
instructive : — 



I9o4-o5 

Rs (lakhs.) 

I9l3-l4 

Rs. (lakhs.j 

Total Foreign Seaborne trade (merchandise) 

262,13 

440,35 

Exports including re-exports ... 

1 

iS7,72 

249,04 

IinpoTts ••• • « ««• 


io4-,4i i 

i9r,3r 

Net imports o£ treasure ... 

• »» 

22,97 

36,36 

Net imports at gold 


9,7o 

23,33 

Total inland trade (merchandise) ... 


558,36 

87o 3o 

„ Coasting tride (merchandise).. 

««• 

76,53 

118,73 

„ Frontier trade (merchandise) . 

*a 

i3,i9 

i9 25 

Gross railway earnings 

*•» 

39,67 

62,56 

Railroad mileage; miles 

• 

27,727 

34,699 

Total area ( l,ooo acres) ... 

• t ' 

535,974 

618,937 

Cultivated areas „ ... ... ... 

1 

«*» 

207,721 

3z4,i66 

Wheat raised ( i,ooo tons ) ... 

• •• 

7,583 

8,427 

RiG 6 )l It «** 

>9» 

22,423 

28,167 

Cotton ( 1,000 bales) .. ... 

• V 

3,79r 

5,201 

Jute II II ••• •«* * * 

•at 

7,4oo 

8,752 

Oofll ( T|OOOton^^ It* 

»»» 

8,2i7 

i6,coS 

Shipping, tonnage .. ... ... 


i3,S8i 

17,386 

Customs revenue ( Rs. lakhs) ... 


6,20 

10,64 

paper Currency ( gross circulation ) 

««v 

39,18 

66,12 

Population, last census ( i9ii ) 

•»* 

e«« 

315,083.772 

„ preceding census ( i9oi ) 

<• 


294,292,433 


The share of trade per head of population in 
India is extremely small as compared with that of 
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other countries, and is Rs, 13-3 as against Rs. 24-10 
for Russia, Rs. 39 for Japan, Rs. 232 for France 
andRs. 386 for the United Kingdom.""'''ihe increase 
in the value of the trade shown in the abo\c table, is 
’ largely due to the enhanced prices of many of the 
.staple products exported. The exports of food . 
grains are almost negligible, being 4 per cent, of totals 
production j but the percentage of exports is very \ 
high in the case of cotton, jute and indigo, half the j 
quantity produced being exported. ^ 


93* Chief Features. — It is a remarkable fea- 
> ture of India’s foreign trade that the bulk of the 
imports consist of manufactured articles and .halL.* 
tjie exports of raw. materials, and this characteristic 
to which we have referred before, as a disagreeable 
indication of the niralisation of India, distmgiii&lies 
oven the latest trade statistics When after the out- ^ 
break of the war, the capturc-the-cnemy-trade cry was [ 
heard on all sides, it was believed that India would , 
be able to mi in the gaps left by the cessation of ; 
imports from enemy countries witli similar products 
ot home manufacture But little success could be ^ 
matter, and the reason why India' 
tailed when Japan could Jump with a bound to occup)^ 

country was ill-equippecl 

look on helplessly. 


fW f o£ «port and import 
statistics, IS not very happy in view ot 
an mqmry mto tho form and character ot the 
articles eapotted and imported faking the classi- 

relartve ''°'™^cr, we notice the foliowing 

articles c£ four different categories of 
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Exports (l9i 3*i4) Kelntive shore o£ 

Rs. (lakhs) each dots. 


I. 

Food, Drmk smd Tob'v^co 

.. «i4,77 


. 26 5 

» * 

Rftw mftierith ... 

... 122,46 


... So<i 


Articles m^nafact^lred ... 

... 54,59 


22 4 


Miscelhneous 

... 2,41 

t»« 

I 


Tot«»l 

... c44,23 


100 


Imports (i9i3‘i+) 

Relotite share of 



Rs (hkhs) 


each class. 

1. 

Food, Diiitk and Tobicvo 

... £4,C6 


... i3 4 

A 

«i* 

Raw materials etc. 

... 10,56 


... 5'8 

3. 

Articles manufactured .. 

... I,45,i6 

• fe 

... 79*2 

4. 

Mtseeilaneous ... ... 

... 2,87 

• •• 

... 1 6 


Total 

. . 1,83,25 


TOO 


j That about 80 per cent, of the total imports of 
'merchandise should be manufactured articles, is a 
positive proof that Indian people lack the capital „ « 
and the skill tlmt-^are„rcQui*ied to turn the raw mate- 
rials into linished products. This represents so 
much loss of productive powci , and dependence on 
a single industry \Nhich is subject to the operation 
of the law of diminishing returns. The expanding 
imports of manufactured goods arc taken as a well- 
■^come indication of the steadily growing purchasing' 
power of the people and therefore of material pros-^, 
perity. It is, however, forgotten that they olso^ 
mean the displacement of the indigeneous industries 
by foreign manufactures. 

Increasing exports are not always a sign of 
growing prosperity. In the case of India the ' 
expanding exports of raw materials represent the J 
payments of various kinds that have to be made , 
abroad. They consist of the Home Charges, pay- 
ment of interest and leniittance of profits by 
merchants and manufacturers working in this 
country. Little of the foreign trade of the country 
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' is in the hands of Indians and tlic gains of European 
planters, miners, banhors, raillo%uiers &c., sent 
abroad take the form of the exports for which there 
IS no return, unless a portion of these comes back 
as capital to be invested in industrial and commer- 
cial enterprise. India's foreign trade will be de- 
cidedly profitable to her people if a large part of 
the raw materials were worked by them in tho 
country and the profits of industry and trade were 
retained in their hands. 

9^. Absorption of Gold, — fhese arc con- 
siderations which ought not be ignored in drawing 
conclusions from export and ‘import statistics of 
India. The countr}' must certainly import articles 
which it cannot produce or produce cheaply, and export 
indigenous products for which there is a demand in 
foreign markets. Indian staples like cotton, jute, 
oilseeds and wheat command high prices abioad, and 
we can buy with these exports a larger variety and ' 
quantity of foreign goods, conducive to the progress 
and comfort of the people. Making allowance for 
the increased prices of the imported articles which 
are purchased vith the exports of steadily growing 
value and for the fact that these profits are partly 
absorbed by merchants, shippers, bankers and other 
middlemen, it must be admitted that the cultivator 

■ who grows the commercial crop has, during the 
last few years, been able to make some unexpected 
gam, though his cost of production and of living 
has gone up all round. 

' excess of exports over imports is 

paid to India by the Secretary of State's dra wings 
and the imports of the precious metals, and larire.^. 
kl^ntirtes of gold have thus been recently absorbed 
m this country. The absorption of gold in India 
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rose frosn Rs» 71 crores m 1S90-.91 to Rs. 12 crorcs 
in {y03-0{, to Us, 2i crores hi 1907-08^ to Rs. 251 
crorcs iu 19J1-12^ iu 1912-13 to Rs. 31 crorcs and 
hi 1913-M to Rs. 3^’ crorcs.” Looking to the 
lar^c population oC the countij^, its illiteracy and / 
economic backwardness, its lack o£ opportunities for ' 
induclnal progiCbS and its povorLy,this absoiption o£i 
gold IS not to be wondered at. Though it is barely | 
one rupee per head oi the population, the country 
will certainly benefit iC the gold could be used as 
capiUil for the indubtnal development of the country. 

In this conncctiou Mr. Findlay Shirras ob- 
ser\cb: — It would scorn that India is hoardm^ 

O 

more than formerly, if by hoarding is meant the 
non-productive use of the yellow metal. It is used 
chiefly iu the form of ornaments, and as is well* 
known, most of the gold is imported in small bars 
to meet a demand in the same way as piece goods 

arc imported This accumulation of the precious 

metals is far greater than would be necessary to 
develop the railways, schools, colleges &c. which are 
required at the present time. If the gold absorbed 
in each year had been invested in railways at the 
ordinary rate of ^ per cent., the mtorcst alone would ; 
amount to Rs. 1 3 crorcs per annum or in the ag^re- i 
cate to over Rs, 1-12 crores. Had this been so in- ^ 
vested there would have been a gieat increase iu r 
production with a very considerable increase in well- > 
being." * 

This is true enough. Some of the gold coming \ 
into the country is, even under existing conditions, , 
being probably used for productive purposes. 
But the producers are so scattered and the amounts { 
falling to their lot are so small that the gold imports 
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, do not mnkc much impression on the industrial 
, situation. If the Indian exports enable the people 
to bring more o£ foreign commodities so as to 
promote their economic development and well-be- 
ing, foreign trade must be a blessing, and the expsn- 
’’sion o£ this trade is to be vrolcomcd and fostered. 
This elementary principle is undeniable. The 
point, however, is that there will be a greater pro- 
duction of wealth and a larger number of people 
will benefit if some of the raw materials now expor- 
ted to foreign countries, to be received back in the 
form of manufactured articles fi ora them, could be 
utilized in India and gave scope for the develop- 
ment of the talent, skill and enterprise of Indians 
themselves. Were it nor for this feature of the 
question, there would he no international struggle 
for the capturing of markets, pushing and dumping 
of manufactures and a keen struggle for the promo- 
tion of national industries. 

95. Effect of Railways. — Railways and 
metalled roads have accentuated the economic revo-^"^ 
lution described above 'while they have, at the 
same time, brought about a bettor distribution of 
commodities among the various parts of the country. 
The motives which animated Lord Dalhousio in his 
enthuBiastic advocacy of the promotion of Public 
Works, were more political and military than social 
and economic. " It was Lord Dalhousie’s dream to 
strengthen the domination not only of English rule, 
but English trade and coinmorce in India and the 
permanent interests of this country were subordi- 
l nated to this all-engrossing ambition. The contem-, 

, poraneous rise of the school of Free Trade in England, 
and the great reputation which its apostles enjo5’'ed, 
furnished the metaphysical ground work for this 
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essentialh’' sclfisli and grasping policy. The value 
of India to the British nation was measured by the 
quantity of raw material which the resources of 
Indian agriculture enabled it to export for the feeding 
and maintenance of the Lancashire manufactories. ^ 
India was to devote all its energies to laise the raw 
exports, and canals, railroads and improved communi- 
cations wore to be pushed on at any cost to facilitate 
the export of raw materials and the import of 
English manufactures. India's own industrial needs 
were of comparatively no consequence'." 

Anomalies of railwaj’’ rates which lend to en- 
courage the exports of raw materials and imports of 
manufactured goods at the cost of indigenous mdus. 
tries and internal commerce, are a standing grie- 
vance.j The situation in India in thq matter of her 
railways and trade is peculiai and a comparison of it 
with the expanding commerce of self-governing Do- 
minions, for instance, where railways have been 
constructed with borrowed capital, is misleading- 
Besides the difficulty about railway rales, which 
hampers the growth of industries, there is another 
feature of Indian commerce that must be noted in 
this connect! bn. The total value of India’s sea- 
borne foreign trade which reached Rs., 4il0xrores in 
1913-14, has evoked expressions of satisfaction. But 
"who handled all this ? From loading into the railway 
trucks to the place of consumption iu the case of 
exports and from the place of manufacture to almost 
our doors, in the case of imports, we do not deal 
with it. We buy and sell in our towns and villages 
and we have nothing practically to do with it be- 
yond our noses." § 31 the charges for financing, in- 

Joshi’a Writings and Speeches , pages 674-675 

T Proceedinga o£ the Viceroy s Legislative Council. 

§ Report of Eighth Indian Industris] Conference, piga li> 


186 


Indian economics. 


surancc and so forth, connected with tins lar^e, 
* volume of trade, are calculated at 5 per cent*, the 
loss to Indian people will work at Rs. 22 crorcs a 
year I Ihis is why the growing foreign trade and 
the expanding railways of India do not bring in to 
the people an adequate return, and do not bear com- 
parison with the cniinentiy satisfactory stale of 
^ things which chanictciiscs other countries which are 
developed by railways. 

96. Means o£ Communication. — During the 
twenty years 1892-1 9 12, the total mileage of railways 
has more than doubled. “Railwaj’s have now link- 
ed up different parts ot the country and have con- 
stituted India into, as it were, one market. The de- 
ficiency in one part of India now makes itself felt, 
all over the country within a very short space of 
time, and is made good at once, the rise in the pried 
level being comparatively small. Every village and 
every district which is connected bv r.ul arc no 
^ longer^ belt-supporting units. The powerful and 
ubiquitous agencj* of organi?xd commerco 1ms taken 
the place of the former system, the isolated and 
self-sufficing village. Index numbers showing the 

growth of railway mileage and traffic are civ'en 
below I— 


Year. 


Railway 


Passengers 



mileage. 



1890 

• •• 

93 

• •• 

88 

1895 

• •• 

, 109 

• •• 

119 

1900 


138 


137 

1905 

«•# 

156 


192 

1910 


178 


288 

1911 


182, * 

«•» 

302 

1912 

• ** 

186 

««• 

• tt 


Quantity of 
goods. 

83 

123 

157. 

201 

240 

26 l 


T K. L. Daltaf Report on H>gn Pnete. 
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Taking tbe average of 1890-94 as lOO, we ‘ 
notice that the increase in the number of passengers 
in 1911 was represented 302, and in the quantity 
of goods carried, by 261. This extension of railways 
has revolutionised the internal trade of the country. 
The construction and up-keep of metalled roads 
have assisted in this revolution and owing to the 
good prices which producers can command, there is 
a great demand for the construction of feeder lines 
and of roads to link up the interior with the trunk 
lines. There were in pre-British times a few fairly 
good trunk roads, and it was only in the fifties of 
the last century that a systematic effort was begun 
for extending these communications. The railways* 
themselves created a demand tor metalled roads and 
the Public Works Department and the LocalcBoards 
are now ’ charged with the responsibility of main-" 
taining communications. 

This improvement in communications has stimulat- 
ed tradeJrom,.the jnterior to.the.pprts^and ^between 
different places in the Jnterior itself. Many of the 
railways have diverted the old course of trade, new 
centres have been formed and the prosperity of old 
trade centres has declined. In the interior of the 
countr}’’, bullock^carts are^stillJndispensable for the 
trans port of goods, though the railways have con*- 
siderablj’' displaced the carts and the pack auira ils. 
The old caravans aie no longei necessary and 
change has been vastly increased by the reduction' 
'jof the cost of transport, Railv^ay and maritime 
freights have steadily gone down and India’s foreign 
'trade has thereby expanded with great rapidity. 

Inland trade. — Complete^ and ^reliable 
statistics for internal trade are not available. But 
from those that are compiled, it is estimated that 
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th^inland trade is morc.llii'U doul>1cJ.lic foreign sea- 
borne trade. “If, to the former, nrc added the trade - 
by rail and river brtv,'ccn the internal divisions of 
provinces, (which is lecorded but not taken into ac- 
count in the Imperial accounts), as also the coasting 
trade, the total nilerual trade comes to about th^ree 
times the foreign sea-borne trade. The rail-borne 
trade, however, it should be icraombcred, between 
one station, and another withm the same internal 
division of a province, or within a Native State, is 
not recorded.” The port towns of Calcutta, Bom- 
bay, Karachi and Madras play an important part in 
the internal trade and the bulk of the traffic repre-^ 
sentmg about two-thirds of the total trado, fiows 
directly to and from the chief ports 

“The articles of exports are generally iudigpm 
ous, and the importance of the provincial trade de- 
pends on the production of the staple articles m the 
respective provinces. Bengal's position in the in- 
land trade is high on account of jute, rice and other 
food -grains, pil-seeds, coal nnd tea produced in^tlie 
province. Bihar an_d Orissa is important for its enor- 
mous production of coal. Tea is the staple pro- 
duct of Assam. Cotton, _whcat* and seeds of the 
Bombay Presidency and Sind ; cotton and ground- 
nuts in tlie Madras Presidency, spi ing and W'inter 
crops (e. g , rice, wheat, _ gram, Hn-secd, rape seed, 
&c.) in the Jilted „ Provinces and the Punjab 
chiefly account for the large movement of these 
articles to Calcutta, Bombay ports, Madras ports and 
Karachi. The coasting trade from one port to an- 
other m British India, Native Slates and Foreign 
Possessions is of a similar character, and its net 
value in 1913-14 w.as Rs. 68.44 crores. The land 
frontier trade is much smaller and was valued in that 
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year at Rs, 21.44 crores. Persia, Afghanistan, , Dir 
Swat and Bajatir, Central Asia, Nepal, Tibet, ^ 
Sikkim, Bhutan, Western China, Shan States and 
Siam, participate in this trade. The imports from 
these places consist mainly of raw materials such as 
-\yool,.±iniberj Jiides &c. and the espprts to them of 
piece goods, metatmanufactures &c." 

98. Bxtinetion of Indigenous Shipping: — 
** Thus has passed away one of the great national 
industries of India after a long and brilliant history, 
covering, as we have seen, a period of more than 
twenty centuries. It was undoubtedly one of the 
triumphs of Indian civilization, the chief means by 
which that civilization assisted itself and influenced 
other alien jciYiljzations. India novr is without this 
most important organ of national life. There^can 
hardly be conceived.a.more .^enous,„obstacle in the 
path of her industrial development than this al- 
most complete extinction of her shipping, and ship 
building.” In these words does Prof. Radhakumud 
Mookerji deplore the disappearance of one of the - 
great indigenous industries of India. The total ex- 
tinction of Indian shipping and the entire depend- 
ence of this country for transport of its exports and 
imports upon the mercantile marine of other coun- 
tries, is only a feature of the economic evolution 
which is the subject of the present chapter. 

At one time Indian shipping was extensive and 
the ship-building carried on in. Indian ports was a 
profitable industry. But the old vessels and sailing 
slifps have been displaced by foreign steamers most 
of which are of very high carrying capacity. And 
the total freight on the growing foreign trade of the 
country means a loss of no less than Rs. 30 crores 
a year, to which must be added the heavy loss to the 
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people on account of the disappearance of a valuable 
industry. An idea oC the foreign shipping engaged 
in the Indian trade ma}' be obtained from the 
following statistics. 



No. of vessels. 

Tons (1,000) 

Average, 

1910-11 

8,561 

I4,99d 

1,751 

1911-12 

8,868 

16,616 

1,874 

1912-13 

8,749 

17,484 

1,998 

1913-14 

8,617 

17,386 

2,018 


Since the opening of the Suez Cannh foreign 
trade has been carried mostly in steamers .at the ev- 
ponse of sailing vessels. “A few sailing vessels still 
visit Calcuttai but the sailing ships entering other 
ports are now almost entirely those classed as native 
craft winch, though numerous, contributed in 19r3- 
14 less than one per-cent, of the tonnage, and were 
engaged in trade chiefly with East Africa, Arabia; 
Persia and Southern Asia. They are slowly but 
surely disappearing.” The vessels which enter and 
clear the ports of India for the most part fly the 
. British flag, the tonnage of vessels sailing under 
that flag representing about 75 per cent, of the 
-whole, of which 2 per cent, is the tonnage of vessels 
under the British Indian registry.* 

99. Foreign Shipping and SubsitUcs.— 
Vessels belonging to foreign countries are obtaining 
, an increasing proportion of the carrying trade, and 
the Governments of those countries pay large sub- 
sidles for encouraging navigation, ship.building and 
the extension of steam-ship routes. The total , 
amount of subsidies of all kinds paid by the Japa-. 
nese Government to its steam-ship companies in 
1911 came to more than Rs. 2 crores. With the 


Beviow of tho Trade of India, 3 . 913 - 14 , 


S’OREIGN SHIPflNS AltD StJBSIDIIlS. l&l 

hfclp of the State, Japanese industries and trade have 
been making rapid progress, and shipping and ship- 
building have not been neglected by that progres- 
sive nation. The following table shows the nation- 
ality o£ vessels entered and cleared m Indian ports. 
The figures exclude native craft and vessels engaged 
in the coasting trade ; — 

Nationality of vessels entered and cleard. 



rSii-re 

1 

; i9i2-r3 

I9i3-i4 

I9i4-i5 

I9l5-l6 

British ... 


5,ii7 

5,1 3 1 

4,8s7 

4,827 

5,o67 

British Indian 


6+7 

6o9 

5o3 

6oo 

539 

Japanese ... 


i 

1 I2X 

l98 

i9l 

l83 

CO 

Norwegian 


XH 

l3l • 

So 

iSg 

i77 

Dutch ... 

«a 

S3 

120 

I3l 

128 

l4l 

It-ilnn ... 

* 

S3 

So 

/d 

$3 

9l 

Kussian ... 


4$ 

A? 

44 

S3 

5x 

Swedish ... 

1 

6 

11 

X3 

22 

4o 

trench ... 

( 

1 

1 

58 

47 

60 

35 

9 

Gennan .. 


472 

So9 

559 

I72 

• • 

Austro'Hungonan 


2I3 

2+5 

1 

285 ' 

S3 


Other nationalities 

••• 

22 ^ 

. 1 
2a 

i 

3o 

3o 

5i 

Total. 

l#tM« 

7,000 

r 1 

7,i6i 

« 

6,920 

6,349 

-6,449 


It may be contended that a large mercantile 
marine is not indispensable to the greatness, or even 
to the prosperity of a nation, and the contention 
may be based upon the theory of division of labour 
among nations and of specialization. It is beyond 
all dispute, however, that maritime transport is a 
lucrative industry, end that a country which, like 
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Holland in former limes ami England tc-dny, irans- 
ports the goods of all other cosnitiics will-llnd profit 
in doing so; \Ylulcthc coimlry v,h!ch has to apply 
toother countries to tumsport its own products 
must evidently pay the price of it. Thus Exancci 
■who transports only a small proportion of her ov- 
ports, has to pay over iil 2,000,000 annually to 
foreign ship-ovrnei s ; while Englf ud w’ho transports 
two-thirds of the tonnage of the whole wrorld, and 
who besides builds ships for all nations, gains bj’ 
this two-fold 'cbnimcrco o\ cr £ 80,000,000 per 
annum."* Gidc, ivlio describes w hat strenuous ef- 
forts the French Government has been making to 
promote the growth of French shipping, anticipates 
the Free Trade argument ‘that it may be much more 
advantageous for a countrj to have its goods trans- 
ported cheaply by other countries better equipped 
for the purpose than to do it itself’ and asks in reply 
^whether it would not be good for a counti y as 
favourably situated as the others to do it itself.’ 

With a glowing foreign trade India is nowhere 
in the matter of shipping and ship -building w hen 
^compared to other countries. Here is an im portant 
javenue of wealth creation for the Indian people. K 
^ndia can transport her imports an,d exports in her ^ 
own steamers, she will save Rs. 30 crores a yeai m 
freights and will give employment to thousands of 
workmen of all grades. It is anomalous that India 
should be entirely dependent on other countries in 
a matter like this when the traditions of the people 
ensure the success of indigenous shipping and the re- 
quirements of economic piogiess demand develop- 
ment in^tliat-dircclion. 

« •* 
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iOO. Stimmary.—Wc have attempted to 
e'cplaiu the condition of Indian trade, seaborne 
and inland, in this chapter which we have headed 
'^Economic Revolution,’ and it is hoped the 
reader has realized how the revolution came about. 
From the dawn of histor}^ down to the eighteenth 
century, India occupied a pre-eminent position in 
the world as a great industrial and commercial coun- 
try, whose wealth attracted to its shores merchants 
from all quarters of the globe. Indian mariners 
ventured to distant seas and the pioducts of the 
Indian soil and of Indian workmanship found a 
market in far-off lands. 

The fame of Indian wealth led European nations 
to compete with one another tor securing a mono- 
poly of trade with this country, and since the esta- 
blishment of British supremacy in India, her foreign 
trade lias steadily increased. The means of communi- 
cation in the country were, however, very defective 
and mei chants could not penetrate the interior. But 
with the advent of railways, the situation underwent 
an important change. The continent was traversed 
by trunk lines which connected the ports with the 
interior, and the market for Indian produce steadil}'-. 
expanded in foreign countries, as India provided a 
widening market for the manufactures imported 
from abroad. 

The influx of large quantities of cheap fabrics 
manufactured in factories run with steara-povrer, 
steadily displaced from the Indian market ,the pro- 
ducts of indigenous industries, and India tended to 
become more and more a predominantly agricutural 
country exporting raw mateiials and taking in re- 
turn for them finished goods. Improvement of 
communications has lowered the cost of transport 
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and the Inchan cultivator has been broiight into con- 
tact v-jth hc'cvcslern consumer, Foreign demanrl 
foi India’s inv inatcrials has enhanced their \alue 
and to that extent the purchasintf povici ol the 
Inamn i aj at has increase d. fins must, however, he" 
regmded f s an incidents* tmn, not suflicicntly large 
to conipens Ic inr the loss o‘ prcductivc power 
W'hich the dcchne of Induiu industi ic*i har entailed. 
The economic ri volution has thus nroved disas- 
itro’is to Ii'Clia and a couiUc! -it. volution rclubilitsUiUg 
! India's mdustnnl position la urtTe,iiiiy needed. ^ 

The extension of mc'.idcd roads and raihv.ays has 
revolutionised the old s%sLc'u ol cxciianjjc in the 
cou.itry itself is that v,i h fortign coui'tncs. 33ut 
the policy of rulwav coi. .truction wag not pursued 
with u Mcw It the cncomagcmcut ol indigenous in- 
dustries, and has o<iiy rcsalted in their decay. The 
foreign triiclc of iiuh.*, vt hu. i is going up by leaps 
and bounds, is also not in the himus of the Indian 
people ann the huge prohls made on it, do not en- 
rich the country The shipping employed in the 
transportation of exports and miporls, is not Iiidum, 
.and the financial orgnmz.ition is not in Indian hands; 
and thus crorcs of rupees winch would have other- 
wise reman <cd in iudia and increased the supply of 
indigenous capital, arc lost to the country. 

On the orthodox theory of international ex- 
change, this position is an illustration of an inter- 
national division of labour and of specialization. 
But we cannot view' the situation w'lth such com- 
plaisance. The ru_stucatioii of India is a great danger 
and her people cannot be satisfied Tvitha mere tbeor)' 
when other nauonc have pushed then comineice and 
industries with the direct and indirect assistance of 
-the State at the expense of India. The doctrine of 
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inlernfitioiial exchange is correct, but conditions in 
India are abnormal and, as a result, her people are 
not calculated to benefit by foreign trade under 
existing circumstances. India must, therefore, manu- 
facture her raw materials more and more, and her 
people must control her trade, induc-tries, shipping 
and financing. This is the countcii evolution to 
which we look forward and the energies of rhe 
people and the State must be bent towards the 
attainment or liiat goal. 
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10 S. Preedomo? Frndc — The account <^iveTi 
in the last chaptci ot tne economic revolution 'i.vhich 
has taUen place in India and Ins reduced the people to 
the slate o£ producers o£ rav* materials and consumers 
of foreign mamifactiired imports, leads naturally to 
a discussion of the question whether it is desirable 
that trade should be left to take is own course or it 
should be so regulated as to move in certain channels 
with a View to its conferring upon tho nation spaci- 
c benefits, real or supposed. As we have shown in 
the last chapter, the theory of international tnade 
evtends the idea of tho simple and mutually bene* 
ncial exchange between individuals, to the comraeice 
between communities and countries and on that 
eory, nothing can be more detrimental to humanity 

t an any restrictions upon free intercourse between 
nations. 
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This theory took a long time to develop and to 
be put in practice. Commerce with strangers was, 
for centuries, looked upon as a bargain in which one 
of the two parties derived benefit, and foreign trade 
' was nothing but the exploitation pf foreign countries 
for the advantage of one’s own nation. The Phy- 
sipcjats believed that foreign trade, like domestic, 
produced no real wealth and if one of the parties to 
^ the bargain gained, it was at the expense of the • 
other. They, however, condemned the restriction of 
foreign trade on the ground that liberty and free 
competition alone made plenty possible. 

102. J^Iorcaiitilism. — The Phvsiocratic doc- 
trine represented the reaction which took place in 
' France against INIercantilisni which held the Euro- 
pcRU field for nearly three hundred years, Adam 
Smith, following and improving upon the Physiocrats, 
led this movement in England, and the policy of 
commercial restriction became discredited there till 
in 2 845 the last shackles on international' exchange 
were throv/n off and the flag of free trade was 
planted on the citadel of British mercantilism. It 
was at one time the fashion to pass wholesale con- 
demnation upon the thought and policy of Mercan- 
tilists but they have recently been better appreciated. 
Mercantilist tendencies which prevailed in Europe 
in the sixteenth, seventeenth and eighteenth cen- 
turies, axe thus summarised : — ^'(1) Towards over- 
estimating the importance of possessing a large 
amount of the precious metals ; ( 2 ) towards an 
undue exaltation (d) of foreign trade over domestic, 
and {b) of the industry which works up materials 
over that which provides them ; ( 3 ) towards 
attaching too high a value to a dense population as 
an element of national strength; and (4) towards 
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invoking the action of the <;tf\to in furthering 
artificially the attainment of the se\ oral ends thus 
proposed as desirable.*"* 

In spite of the obvious errors and exaggerations 
of Mercantilism, the circuraitancos ot the time, it is 
now conceded, necessitated its adoption and even 
rendered it beneficial. Even Adam Smith justified 
‘certain exceptions to his general doctrine liberty 
and approved of the Na\igation Act on the ground 
of defence being more important to a nation than 
opulence. The theory of commercial freedom was 
perfected by Adam Smith's followers, and in tho 
hands of Ricardo and Mill, it assumed a rifndity 
which m its turn, provoked a reaction. By the 
middle of the nineteenth century,’ the Free Trade 
theor}' of the Classical school liad won a complete 
triumph in Europe, “ Freedom of international trade 
was accepted as a sacred doctrine bv the economists 
, of every country In Germany, as' in England, in 
1 France as in Russia, there was coniplclc unanimity 
among scientific authorities. The socialists at first 
neglected this topic, and when they did mention it, 
It was to express their complete approval of the 
orthodox view "f 

103. Seaction— But the sense of triumph felt 
by the advocates of free trade was rudely dislurb- 
ed by the appearance of List's system of National 
Political Economy. The political and economic: 

condition of Germany favoured the success of his' 
book and of the new doctrines it preached, and the! 
publication of List's work was as great a land-mark 
m the development of economic thought as the! 

Ingram History o£ Political Economy 
t Gide and Rist : A History o£ Economic Doctnnes 
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appearance of the Wealth of Nations had been two 
generations before. List's work was characterised 
by originality, and he was a pioneer in the field of 
dcyeloping-national Political Economy, He intro- 
duced two ideas that weie new to curient theory 
namely, ‘ the idea of nationalit}*- as contiasled with - 
that of cosmopolitanism, and tiie idea of productive i 
power as contrasted with that ol cvchango values. ' 

High hopes had been entertained about the 
spread and acceptance of the free trade doctrine, 
and it was believed that a new era of universal peace 
and amity had dawned. But this dream was shat- 
tered by the awakening of national conscious- 
ness in countries which were economically back- 
ward and by the growing desire among them for 
many-sided national development. List maintained i 
that regulatipjo-oLtrade-aad-industry-was necessary 
for the systematic development of a nation's re- J 
sources and of its latent productive capacity, which < 
may be hampered by foreign competition. “ The 
American economist, Carey, directed his attack, like 
List, against the industrial pre-eminence of England 
and substituted for the ideal of international division ' 
of labour the ideal of independent nationality, each 
nation devoting itself to all branches of economic 
activity, and thus evolving its own individuallt3^’’ 
The wave of reaction which was thus ushered in 
spread all over the world, and there is not a single 
country in the world to-day, excepting England, 
which has not discarded the absolute doctrines of 
the classical school of Political Econom)’. And 
even in England the movement against an attitude 
of indifference towards commercial and industrial 
oiganization, has gathered force and the experience 
of the greatest war known to history has neces 
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sitatcd a revision of national economic irkas and 
policy, 

, European rations, in tlic grip of Protection, en- 
deavoured to stimulate 'manufactured exports and 
to discourage imports from foreign countric*?, except 
raw materials and the precious raotals. They excrcis* 
od a rigid control over the trade of their colonies In 
the West and the East and manipulated it in such a 
,'way as to benefit the niolhct country at the expense 
o£ their economic development. Spain monopolised 
the trade with her colonies in the new world and 
tried to prohibit other countries from participating 
in it. The wars of England with Spain, Holland 
and France during the se\cntecntU and eighteenth 
centuries were colonial and comnicrcml wars, and 
the jealousies w Inch have marred the friondlj rela- 
tions of European powers with one another, during 
recent years, have been also commercial. 

The settlements, protectorates and spheres of 
influence of European powers in Asia, Africa and 
I America, which are inhabited bj' backwMrd races arc 
'fields of economic exploitation, and attempts are 
made to keep them as preserves for the trade and 
i industries of the mother country. But 
colonies where W'hite populations have settled, c-'n 
no longer be treated as plantations used to be in 
olden times, and the American war of Independence 
taught a lesson which has been taken to heart. The 
tendency now is to draw together countries inhabit- , 
ed by people of the same race and bind them by 
ties of preferential tariffs. Large aggregates thus 
form customs muons and they trade freelr among 
themselves, only penalising the tiade of foreign- 
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109. Ooloniail l^olicy. — While tariff wars are, 
therefore, waged with foreign and rival countries, 
concessions are given by friendly nations to one 
another. The tariff reform movement in England has 
thus two aspects: it is intended to protect British 
industries agiinst the encroachments of foreign na- 
tions; and by it the Dominions are to be linked close- 
ly to the mother country by a scheme of preferen- 
,tial trade within the Empire. Mr. Joseph Chamoer- 
lain mitiated“the movement soon after the~Bo"ef war, 
and though, owing to the continued prosperity of 
England, in spite of or as a result of her free trade 
polic}*, it was discredited for a time, the world war 
. added a tremendous weight to the demand for 
Protection and Imperial consolidation. 

This esscncc of British Imperialism and Tariff 
Reform found clear expression m the speeches of Mr. 
Chamberlain and the writings of the Tariff Reform 
League, In March 1907, the Loudon Chamber of Com- 
merce passed the following resolutions : — “This* 
meeting of the London Chamber of Commerce is of' 
opinion that the present fiscal system is no longer 
suited to the needs of the country, and that it 
should be altered in such a manner as will enable 
us, first, to promote the commercial union of the 
Empire on a preferential basis ; and second, to raise ' 
a proportion of our revenue from the imports of 
foreign manufactures, which will tend to safeguard 
our industries from the unfair competition of foreign 
countries.”* 

The case for British Tariff Reform and prefer- 
ential trade within the Empire, stands or falls with 
the general theory of Protection and its applicabi- 

*Sce the Author’s Indian Industrial 'ind Economic Problemii 
Chapters I nnd^ll. 
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litv to the peculiar conditions of England and the 
other parts of the Empire Round r.o subject has 
such bitter controversv raged as round that of the 
comparative merits of Free Trade and Protection. 
Let it be noted hero that Protection as commonly 
understood and defined, is a systematic attempt to 
develop the industries of a nation by the imposition 
of discriminating duties on manufactured goods im* 
ported from other coimtrios. Import and e.xport du- ' 
ties are the usual means employed to protect and 
promote industries and to rctaliato upon foreign 
countries for their policy of restriction. Those who 
are opposed to Protection, insist upon the absolute 
freedom of trade as being essential for the develop- 
ment of a nation’s resources and regard every inter- 
ference of the State with the freedom of competition ' 
as detrimental to the best interests of the commu- 
nity, Protection has reference, therefore, not only 
to restrictive import and export duties but also to 
other measures taken by the Stale such as bounties 
and subsidies, for the protection and encouragement"' 
of national industry and trade. 

The Protectionist’s potent weapon, however, is 
the import duty with whuh he fights with the 
orcign inanufiiciurcr and seeks to keep out his com- 
modities in order to gue a fair field to the mdigen. 
ous producer Fh s policy is a kgacy of the times 
of the Mercantilist regime, and spirit oh modern Fro- • 
tectionism is the same though the form of the pro- 
tection given and the grounds on which it is given, 
may have slightly changed. Advocates of Protec- 
tion also seek to reconede their theory to the gene- 
ral development of economic doctrines and thus to ' 
efend themselves from the criticism which is re- 
garded as justified against Mercantilism. 

M 
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105. The ©ontPoversy. —Opinion on this ques- 
tion of choice between the ioisscz /cnre doctrine and 
^benevolent state intervention for the protection of na- 
tional industries, ranges over a wide area. Some-: 
pin their faith to the natural order and the bene” 
ficence of free competition ; others, while accepting 
this doctrine in general, would relax its rigidity 
under certain exceptional conditions ; and several 
maintsnn that under a s) stem of natural liberty, a 
nation’s prosperity is endangered and therefore 
State regulation of industr}'' and trade are absolutely 
essential. While on the subject of international 
trade, we have shown" that in theory exchange of 
coramoditions between nations, as between indivi- 
duals, is advantageous to the parties concerned, but 
that in applying this theorj'-, certain peculiar circum- 
stances have to be4aken into account. As a practi- 
cal measure, therefore, protection will not be a pana- 
cea for all economic ills as tree trade will not prove 
uniformly beneficial. 

Economists have taken pains to expose the 
common fallacies underlying Protectionism,- and 
some of tile absurdities of that position, though not 
Ob', lous, arc not difficult to appreciate. The faith 
of the free trader in his favourite doctrine is also 
touching, and it is necessary to find out what truth 
there is m the contention of the two sides. What 
com 1 ercial policy it is desirable to pursue in India, 
will best be decided in the light of this discussion. 
The Protectionist is wrong, it is contended, in think- 
ing that international trade is a necessary evil and 
that he can restrict imports without hampering the 
cdurse of exports. Ii is by a division of labour 
and specialization among nations that the produc- 
tion of wealth can be conducted under the most 
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economical conditions to the benefit of humanity. 
Competition gives stimulus to production and cn- 
Jables the best that is in nations to come out. Pro* 
tection levies a tribute on the whole community for 
the benefit of a section of it and the artificial 
fostering of industries is wasteful. It does not 
matter which industries flourish in a country so long 
as it can exchange its products for those of other 
nations. Protection dulls the edge of industry, 
creates jealousies among nations and disturbs the 
peace of the world. 

Protection can not certainly work wonders and 
it must work w’lthin certain limits of general econo- 
mic advantages. “On the other hand, the free- 
traders fail to make allowance for an important ele- 
ment in the problem. The essence of free-trade is 
cosmopolitanism ; the essence of protection is na- 
tionalism. Free trade holds up to our contempla- 
tion the ultimate economic ideal, but fails adequately 
to reckon with actual forces. The universal republic 
is far in the distance, and the separate nations still 
have an important function to subserve in develop- 
iug their own individualhty and thus contributing 
distinctive elements to the common whole. Legiti- 
mate competition presupposes, as we have seen, a 
relative equality of conditions; as long as the 
growing nations of the world are in a slate of eco- 
nomic inequality, we must expect and not entirely 
disapprove the effort on the part of each to attain 
equality by hastening its own development. Ulti- 
mately, no doubt, patriotism will be as much of an , 
evil as particularism has now become ; but in the 
present stage of human progress patriotism is a' 
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virtue. Free traders often overlook the sound ker- 
nel in what seems to be the apple of discoid,*'* ^ 

This is a sound conclusion which, an unbiased 
and practical consideration of the arguments on the 
two sides, leads one to accept. If and to what 
extent a nation should resort to protectionism, must 
be decided on a review of several factors pertaining 
to the political, social and economic conditions of the 
nation. Protection is 'unsufted to' countries the bulk ’ 
of whose exports are of an industrial character. “But 
when the economic resources of a country are not 
yet fully developed, it may none the less be desir- 
able to accelerate the pace in the interests of its own 
immediate national progress, with the idea that the 
contributions of fully mature and economically well- 
rounded nations to the commonwealth of the globe 
will in the long run exceed the gain from an uneven 
and one-sided evolution,”* 

Some of the evils which come in the wake of 
’ Protection, are patent, and freedom of exchange and 
, of competition must be ensured as far as practica- 
ble. But competition may be unfair and the weak 
party has to be protected by the intervention of the 
State. Restriction may also become necessary for 
national defence, and the larger interests of the 
nation as a whole may require the imposition of 
restrictions on freedom, and the regulation of ex- 
change. International harmony is a desirable and 
noble ideal, but no narion can afford to look on un- 
concernedly while its neighbours are arming and 
preparing to attack it. If another nation sets up a 
rival industry and promotes it by means of boun- 
ties and subsidies so as to kill your industry ulti- 
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mntely, you have to lake measures to protect it. 
Bolstering up of industries hi the face of natural 
disadvantages, is a wasteful proce*^ding, hut stimulus 
given by the State by means of import duties, finan- 
cial assistance, scientific advi< e or otherwise, may 
create conditions that will pro%c fa^ curable to the 
1 revival of old or tstubli«;hxncnt of new industries. 

too, Thdndian e have briefly described 

in the last cnapler the ccon'iinic revolution W'hich 
took place in India in the ■ course of the ninttcenth 
century. Englana was, at the lime the revolution 


commenced, in the grip* of the protectionist and 
colonial policy. Heavy import duties were levied 
upon Indian manufactures gomg into England, and 
instead of conserving and impiovingthc nascent in- 
' ««stries of India, the hast India Company looked 
on y to Its dividends and political power. When 
.England was protectionist, India suifircd from pro- ' 
> tectionism and when free trade became the fiscal 

rnrhl* India still continued to suffer 

o 0 imf.mr competition and ncirltct of the ndi- 
genous industries. Indian people had little voice 

nation countrj and.thc determi- 

mtere tf fiscal or otherwise. Ihcir 

"" safeguarded, when 

turns 

To honest ‘‘'f conflict with them 

nmitcr if one after 
carL denln^ deccajedand the country 

E; ter ' "1.7”"'* 
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factures and closed to foreign goods'. India has bad 
no Independent fiscal policy consonant with the 
opinion of the intelligent public. 

“Public opinion m India is -overwhelmingly 
protectionist. If she were granted her fiscal free- 
dom there is no doubt that she ■would use it to erect 
a high tariff which from the nature of her trade 
would be directed chiefly against British goods.”* 
This impression formed by Pi of. Lees Smith, of Indian 
feeling, correctly reflects the situation. Being a 
confirmed believer in the doctrine of free trade, an 
examination of conditions in India, convinced him 
of the futility of protection and led him to the con- 
clusion that 'India needs a strong free trade school 
among her thinkers and administrators.' Among 
the' latter he may find a large number of free traders. 
But in the peculiar situation m which India stands, 
he hopes m \ain for the establishment of ii free- 
trade school in this country among Indian thinkers. 
The latter appreciate the good points of the free- 
, trade position and the drawbacks of protectionism. 
But in their view the balance of advantage lies in 
protectionism judiciously applied. 

Earlier Indian thinkers were strongly impressed 
with the advantages of free trade for India, but they 
found that the Indian fiscal policy wi s not genuine 
free trade and that the political and economic cbndi- 
' tion of India provided a clear case for the adoption 
of protection, or it came under -the exceptions ad- 
mitted by free traders thernselves. Since 1882, the 
Indian tariff has been a revenue tariff and the 3 ^ 
per cent, import duty on cotton piece goods is 
counterbalanced by a countervailing excise duty 
on cloth produced in Indian mills. No filscal 
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measure lias evoked a stronger adverse criticism in 
the press and the Legislative Councils, from Indians 
and Europeans, than this unjust impost. But the 
Government of India, even though sj’rapathetic, is 
helpless and the Secretary of State for India cannot 
resist the pressure of Lancashire.* 

107. Indian Protectionists.-Eeferring tothe 
comment of the Times of India on Lord Salisbury's 
telegram asking the Indian Government to abolish 
the import duties on cotton, that *the real object 
vras to "nip in the bud” the rising factories in India-lhe 
ostensible reason assigned is free -trade,' Dadabhni 
Naoroji observes : — "I give credit to the Secretary 
of State for honesty of purpose, and take the reason 
itself that is given on this question, viz., irec-trade. 
I like free-trade, but after vhat I have said to-night 
you will easily see that free-trade between England 
and India in a matter like this is something like a 
race between a starving, exhausting invalid, and a 
strong man with a horse to ride on. Free-trade 
between countries which have equal command over 
^eir own resources is one thing, but even then the 
Colonies snapped their figures at all such talk. But 
what can India do ? Before powciful English in- 
terests, India must and does go to the wall.”t 


Mr. Ranade exposed the evils of a laissczfaire 
policy pursued in India and showed ho\v State assis- 
tance was needed for the economic development of 
he country. His essay on Indian Political Economy, 
n which he attempted to apply the most recent eco- 
omic theories to Indian conditions, has become a 
classical exposition of the attitude of Indian^ 


• Amhor’s Gokhale and EconomK Reforms, pages 34-37. 
t The Poverty of Indin. ® 
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tbinlvers on the subject, and his lead has been follow® 
ed b}" students in the present generation. Mr, R. C. 
Dutt’s historical studies and his long experience as ' 
an administrator led him to similar conclusions.f 
Speaking of the Swadeshi movement, he remarked:"- 
«The Swadeshi movement is one which all nations 
on earth are seeking to adopt in the present day,‘ 
Mr, Chamberlain is seeking to adopt it by a system 
of protection. Mr. Balfour seeks to adopt it by a 
scheme of retaliation. France, Germany and the 
United States and all the British Colonies adopt it 
by building up a wall of prohibitive tariffs. We have * 
no control over our fiscal legislation ; and we adopt 
the Swadeshi scheme, therefore, by a laudable reso« 
lution to use our home manufactures, as far as prac- 
ticable, in preference to foreign manufactures/'* 
Studying the question of the comparative merits of 
Free Trade and Protection in relation to India, the 
late Mr. IC T. Tekiig came to the following conclu- 
sion: — “The net result of our investigations appears 
to me to be this. The objections ordinarily urged 
against a system of Protection to native industry, 
whatever their applicability in countries more ad- 
vanced in modern civilization, aie void of force in 
the circumstances of this country. Looking only 
at the economic aspects of the question, it appears 
that not merely is Protection to native manufactures 
unobjectionable, it is even desirable in the circum- 
stances of our country .”t 

Mr. Wacha believes generally in free trade and 
is of opinion that “India owes its prosperity to- 
day entirely to free-trado and nothing else." He 


§ India in the Victorian Age; Chapters on History o£ Tariffs 
* Speech at the Benares Industrial Conlereace, l9o5- 
■j- Select Writings and Speeches, Vol. I, page 
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truthfully remarks that the exports and imports of , 
India would not have assumed the present propor** 
tions if there had not been unrestricted trade. His 
remark, however, that Indian c'sports ate surplus 
products, that ‘India is so self-contained that it css 
produce all it wants and still cvpoj t this immense 
quantity of raateriah’ and that Indio would not have 
prospered if there had been no free trade between 
her and England, is not very convincing. Waclrs 
probably refers here onlv to the increase of trade 
because ho proceeds to observe that India's old indus- 
tries require to be revived and that ‘these and other 
nevy industries would necessitate protection durin? 
their infancy. *1 am one of the convinced advo- 
cates of Free Trade,’ he continues, ‘but yet I consi- 
der that some protection is reouired for old rndus* 
revived or for now industries to be 

started. * 


. G. V. Joshi, whose writings are full of in- 

sound reasoning, 

Ranade, his teacher and guide, that 

Protection were absolutely 
iiccu6cl for tliG rcvivfll • < 

of indJo XT indigenous industries 
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pstitiou continue, India has no hope of a future 
which will be distinguished by material prosperit)\t 
The Swadeshi movement, which found enthusiastic 
advocates among the best thinkers of the country, 
was based upon the idea of national economic dove- ' 
lopment and of Protection. If the State did not 
stimulate industrial progress, the people were pre- 
pared to promote it by patronising home industries 
even at a sacrifice as consumers ; and Government 
came to^ecognizc the utility and reasonableness of 
the movement. 

I\Ir. Gokhalc learned his lessons on public 
questions from ?»fr, Ranado and imbioed his spirit 
o£ inquhy and study. In a speech he made at Luc- 
know in 1507 on the Swadeshi movement, Mr. 
Gokhale traced the industrial decay of India and the 
hf im which free-trade had done to the country, and 
observed .<»it was, therefore, to the advantage of 
Engl'ind that there should be no export or import 
duties, fts one result of such duties was to add to the 
cost of tho articles supplied to foreign countries. 
But forcing this policy of free-trade upon a country 
circumstanced as India was, was a wholly different 
thing and was bound to produce results of a most 
I disastrous character.” He proceded : — " The State 
by a judicious system of protection, should then en- 
sure conditions under which new infant industries 
can grow up. And until the new industries can 
stand on their own legs, it becomes the duty of the 
Stale to have a protection wall around. This is 
what America — already one of the richest nations 
in tho world, and one which will yOt reach the fore- 
most place — ^has done, and the case is the same with > 
France and Germany.” 


f Sows Ecoaomjc Aspects of Bntuh Rule wl India, page Sjo. 
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10 S, Policy for India* — In their ccoiiomic 
and historical studies, Indian thinkers have been 
strongly impressed \vith the measures which 
loreign nations liavc taken during the last two 
generations to promote their inclustrlai dctelop- 
ment, and thev have been convinced tlial the 
reasoning and conclusions ot the National School' 
of Political Economy, aro applicable to tlic con* 
ditionb of India rather than the theories of natu- 
ral law of the Orthodox School. It is, thertfore, fit* ' 
tile for outside critics to hope for tnc rise of a free* ' 
trade school among tiie economic students of India. 

1 lie latter appreciate the free-trade doctrine in the - 
abstract and will be influenced by it only to the 
extent that they will desire that ProtcctioiUO be 
Bdoptea in this country should be of the right kind 
.and the CMls coming in its wake should, as for as 
possible, be a\ oidcd. 


The subject of protection has been often dis* 
cussed m the Supreme Legislative Council, tlic oucs* 

mendinr^f’ raised there by resolutions rccom- 
ri of protective duties on 

escitrrb r ^ "“If abolition of the cotton 

tion is strongest objection to Protcc- 

evnected of* f produce the results 

measure of tjrotp*l- propose n specific 

the effects it Iq 1 1- calculate carefully 

the communiti * different classes of 

Le.tM™cL„ ^ tap®™'- 

Mr? Dadabiim--?'' IPK, by the Hon'bic 

oy,Tie gave expression to his view in 
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r<*g»'ird to the. Free Irade veisus Prolociion contro- 
^ (irs,y hi very hicid'termf That view reflects and 
ought to reflect the considered opinion o£ every 
careful student of Indian Economics. Mr, Gokhale 
said ; — 

^'Coming to the laigcr aspect o£ Free Trade 
versus Protection, I would like briefly to state my 
position in this matter, I may say at once that by 
conviction I am not an upholder of Free Trade in 
all countries and at all times. Free Trade' can'^no 
more prevail universally at present -than -any other 
noble ideal, for instance, the brotherhood of man. 

In the same way Free Trade for all countries 

may be all right in theory, but it will be a long 
day before we shall have it in practice everywhere. 
And till tiiat time comes, every country must take 
cire of its economic interests in its own way.” 

Taking the word ^Protection’ in its comprehen- 
sive sense, Mr. Gokhale proceeded to distinguish 
between the right and the wrong kind of protec- 
tion : — “The right kind of Protection is that under 
which the growing industries of a country receive 
the necessary stimulus and encouragement and 
support that they require, but under which care is 
taken that no influential combinations, prejudicial 
to the interests of the general community, come 
into existence. The wrong kind of Protection, on 
the other hand, is that under which powerful influ- 
ences and combinations and interests receive assis- 
tance to the prejudice of the general community, 
the general tax-payers of the country. And I be- 
lieve that the right kind of Protection, if available, 
will do good to India.” 

The peculiarity of India’s position to which we 
have adverted is that the people have no effective ^ 
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voice in the government o£ the country r nd m the 
shaping of the national policy, and the large irsdus- 
tries and the foreign trade of the count r}* are not in 
the hands of the people. There is no constitutional 
machinery by which the wishes of ihc people can 
be carried out os the Got ernment is not icspor.sibk 
to them. It has been often pointed out how other 
than purely Indian inters ‘^fs cnrr\ vroighl wKh the 
Government, and the Secrct'iiy -f Siato for India 
who controls the Go. ernment of I'ndia, being a 
niembor of the Bntibh Co'ojnclf is swayed by the 
pressure of capji.disls and wniufactuicrs in Eng- 
land. If Protection is to be granted industries, 
there must be a gaanintce t’^at lha profits thnt'V'iU 
accrue, will lemam m India and not be c.a-ried 
away by those v ho ha\o no slahc in the country, 
Under these circumstances, Mr Gokhsle held, on 
the whole, a policy of Free Trade reasonably applh 
od, was the safest policy for tlir country. Kfi 
thought that "otherwise influential interesU, inp.iit 
cntiaUconibinations, influential parl»es in I^ngtod, 
^iio can have ready access to the ficcrotar): of 
State, to whom we h'^vc no <:uch accfss, will not 
an to take the fullest advantage of the situation " 
and this huge engine of protection, which is a vast 
power, will be employed, not in the interests of thV 

people of India, but in the interests of those par- 
ties." 

- 109. Dpimug IG Bad.~-Thc Indian Ta#. 

. has long been on practically a free trade basis and 
lo policy as well as that underlying the imposi- 
uon 0 the cotton evcise duties, has been dictated 
} a faith in Free Trade and by the jnfluenco bf 
mterosts whoso pressure was irresistible. It is the 
onest belief of some that free trade was the right 
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policy for India to adopt in Tiev^ of the undevelop- 
ed character of its natural resources, while others 
have made no secret of their opposition to Protec- 
tion in India on the g«‘ound that it would be detri- 
mental to the interests of English manufacturers. 
We hold that in this country, (1) free trade policy 
would mean only .drifting along '''tlie^'cliahgmg 
current of the. world’s economic .deyelopmeut; and 
to bs at the mercy of the so-called lows of nature 
and the delibeintcl)’’ self-interested., measures of 
foreign countries, is to court disaster. This policy 
of drift, so long pursued, has already proved harm- 
ful, and in the international struggle for economic 
progress, this country must arm itself with the 
necessary weapons. 

When wc declare for Protection, wo must not 
bo understood to advocate (3) an indiscriminate im- 
position of import duties on all manner of articles. 
Other countries like France and the United States 
of America, have had high tariff walls erected to 
keep out and restrict the import of foreign manu- 
factures. The Indian tvWiff must be constructed 
with a view to the position of the various industries 
in the country, and its effect on the different classes 
must be carerull)'^ calculated. (3) Impoit duties do 
not always tav the pocket of the foreign manufac- 
turers and may only mean an addition to the sacrifice 
exacted from ^he consumer. If the State has to 
make the tax-payors contribute more largely to the 
public expenditure, import and export duties may 
prove convenient and productive. They consti- 
tute a favourite method of raising revenue, . and the 
free trade conscience ought not to be shocked if 
such duties are levied for i avenue purposes, even if 
they have a protective tendency. 
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In view of the extinction of opium revenue, the 
Finance Member was compelled to impose addt* 
tional taxation in 1910, and customs duties on cer- 
tain articles were raised. In that conucction, -Sir 
G, Fleetwood Wilson observed in his financial state- 
ment : — “I hope I shall not be charged v, ith framing 
a Swadeshi budget. In the sense which may be 
seen indicated on Bryant and May’s match boxes 
(‘Support Home Industries') I thinl: Swadeshi is 
good ; and if the outcome of the changes I have 
laid before the Council result in some encourage- 
ment to Indian industries, I for one shall not repent 
It, but I would emphasise the f'uCt that the enhanc- 
ed customs duties arc attributable solclj'^ to the 
imperative necessity of raising additional revenue.'"^ 
Ho then went on to point out that e.vcn in Free 
Trade England considerable revenue duties had 
been imposed for revenue purposes, and that “in 
countries which depend mainly on agriculture, where 
the population is poor and there are no large and 
profitable manufactures, it will be long before you 
can dispense with customs receipts as a part of the 
revenue essential for the administration of the 
country.”* 

, Here we notice (i) the Finance Member’s an- 
xiety to disown all idea of imposing duties for pro- 
tective purposes and the apologetic tone he adopts 

for appearing to frame a Swadeshi bud<yet; (ii) the 

necessity he feels to enhance customs duties for 
providing a larger revenue; and (iii) his conviction 
t lat in an agricultural and backward country like 
n ia, the Government must depend, to a considerable 
extent, upon customs receipts as a part of their 
revenue.- There are several directions in which more 

* Fmsiicial Statement for t9xo->ii " 
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liberal expenditure is urgently needed e, g. expansion 
of education and improvement of sanitation ; and 
more reliance vrill have to be placed upon tliis form 
of indirect taxation to provide the funds required* 
Faith in the free trade doctrine cannot, therefore, be 
allowed to prevent the Finance Member from im- 
posing import and export duties, though they may 
have a protectionist tendency. 

Protective duties alone will not, however, solve 
the economic problem. They will assist the indi- 
genous industries to compete with their foreign'; 
rivals, provided of course, the latter are discouraged 
by the duties and retire from the field or restrict? 
their operation in the Indian market. (4) An at-‘ 
tempt will have to be simultaneously made to im- 
prove the conditions in which the industries work 
and to bring them up to the level of their rivals. 
Care must be taken to see that Protection does not 
entail a sacrifice on the consumers while failing 
at the same time to make national production more 
efficient. Protective duties will be one of the ways 
of ensuring the success of a new undertaking and 
must not be allowed to dull the edge of enterprise 
and efficiency. The Indian Protectionist must also 
ask himself the question if Protection “ might not 
merely mean that the manufacturer who now com- 
petes with you from a distance, would transfer his ^ 
activities to India and compete with you within yours 
own boundaries ? "f 

That by the spread of education, by a provision 
for scientific research and by demonstrations, the 
State can and ought to promote the industries of th:; 
nation, has been admitted even by staunch free 

t Sir W. Clarke; Speech in the Supreme Legislative Council March 
I9i6. 
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traders. Exporiraental factories have been rccom* 
mended and 'wore started in the Madras Presidency, 
Demonstrations arc being given in agricultural and 
manufacturing processes. New models of power 
looms and handlooms are being introduced. But this 
work must bo done on a larger scale than now, and 
the problem of the manner in which capital may be 
■ provided to industries in the initial stages with 
sufficient guarantees, must be immediately tackled. 
Directors of Industries have to undertake this work' 
of economic organization and they must proceed 
jwith the same enthusiasm as the Registrars of Co* 
operative Credit Societies have done. 

While the State in India follows the laisses fain 
policy in the matter of trade and industries, it has 
assumed in this country several functions which, in 
other countries, are loft to private enterprise. (5) As , 
Sir Theodore Morison points out, the State hero is, ' 
in many respects, more national and socialistic than 
is usually supposed. While the ^problem- of un* . 
employment and the question of chocking, the abuse 
of competition are engaging public attention iu 
England, the Government of India has long taken 
upon itself the duty of relieving distress and saving 
lives in times of scarcity and famine. Railways and 
canals have always been practically State under- 
takings. Various tenancy acts and other measures 
have been passed to safeguard the poor tenants 
against the exactions of the landlords. An attempt 
has been made to save the rayats from the exact- 
ing clutches of the money lender."* The Indian 
State regards itself as a universal landlord ; it is the 
biggest banker in the country and Lord Morley once 
boasted of the immense business done by the India 
* S« the Author'* Indian Induitrial and Economic Prohlemi, p»g* 
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Office. The same principle has to be extended i 
further, and if the State can legitimately under- 
take from borrowed funds the construction or sub- j 
aidization of railroads and canals, if it can afford to 
sell the fee simple of waste-lands at nominal rates to 
European settlers on the hills, the road is certainly 
open for a further development of this same indus- 
trial effort on new lines.”t 

IIO. Fiscal ©ontpoversies.— But the free 
trade conscience of the authorities in England who 
have to settle these matters, and the pressure of 
interests in that country which they find irresistible, 
stand in the way of the pursuit of this policy, 
(6) The demand for fiscal autonomy for India is 
based upon this anomalous position in which the 
Secretary of State can override the wishes of the 
people of this country, strongly backed up by the 
Government of India and the Provincial Governments, 
as was done by Lord Morley. Whenever any ques- 
tion relating to fiscal policy or State assistance to 
industries, comes up before the Indian legislatures, 
the Government in India cannot take action which 
it thinks best in the interests of the country, and it 
has to confess frankly that “their.policy is and must 
be the policy of His Majesty’s Government.” § 

The self-governing Dominions enjoy complete 
freedom in this respect. Their Governments have 
raised tariff walls against the manufactures of Eng- 
land and they have been allowed to do so. In this 
Dependency, however, the Government is not allowed 
to enjoy this necessary freedom to manage its affairs 
in accordance with its circumstances and needs, and 
thus the interests of India are subordinated to other 


f Ranadet in Indian Economics. 

I Sir William Clarke in the Viceregal Council, 
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interests. This is a long-standing grievancci and 
none has given expression to it more bitterly than 
the Government of India itself. The Secretary of 
State, who is a member of the Cabinet, is directly 
responsible to Parliament and is subject to the in- 
fluences of British party politics. Parliament itself 
does not take much direct interest in Indian affairs, 
and ex-officials who are members of cither House, 
are able to shape Indian policy. The latter can 
effectively thwart his measures of reform if the 
Secretary of State is independont-minded and pro- 
gressive, and will strengthen his hands if he is op- 
posed to progress. 

As Mr. Gokhale has said, in the matter of sc- ' 
curing this fiscal autonomy which India legitimately, 
claims, Hhero is rciiUy not much to choose between 
the two parties in England.* The Liberal party,' 
wedded to free trade, feels that India’s salvation lies 
m the continuance of the existing policy and it says 
that India would be worse off if Protection were to 
become the accepted policy of England. India’s 
dependence would be intensified and her industries 
would become more helpless than now. On the 
other hand, members of the tariff reform part)' point 
to the destruction of the indigenous industries as 
the evil fruit of free trade, and condemn the cotton 
excise duties in unsparing language. They, there- 
fore, advise the Indian people to accept their scheme 
of preferential trade within the Empire, though they 
cannot favour the idea of allowing India to frame 
her tariff according to her peculiar conditions and 
interests. Did India enjoy fiscal autonomy like the 
self-governing Dominions, her position would have 
been enviable while she was courted in this way by 
two parties. As a matter of fact, however, what" 
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6ver policy gets ascendancy in England, has to be 
the policy of India too, whether it is suited or not 
to her conditions. But this state of things cannot 
continue* 

, The problem of protection and fiscal autonomy 
^ for India is mixed up with the Imperial problem of 
preferential trade and defence. It has invested the 
latter question with special and immediate interest. 

, Schemes of imperial preference and imperial re- 
construction, have been discussed for several years, 
but their discussion has had only an a cad emic in- . 
tercst. When the late Mr. Joseph Chamberlain 
started his campaign of tariff reform, the Govern-;'"^' 
ment of India were sounded as to their views in the 
matter. The countervailing duties imposed on 
bounty-fed sugar coming from Germany and Austria- 
Hungary, in the time of Lord Curzon, had evoked a 
bitter controversy in England, and that Viceroy had 
made, what was regarded as a contemptuous re- 
ference to *the mutterings of the priests at the 
shrine of free trade.' No definite scheme of pre- 
ferential trade had been placed before the Indian 
Government ; but the latter expressed the view that 
India wanted a free hand and would not like to be 
involved in tariff wars. 

, 111* Imperial Preference.— The Government 

«/of India were of opinion ** that (1) without any such 
system India already enjoyed a large, probably an 
exceptionally large, measure ^of^ the advantages of 
the free exchange of imports and exports ; (2) that 
it the matter were^ regarded exclusively from the 
economic standpoint, India had something, but not 
perhaps very much, to offer to the Empire ; that she 
had very little to gain in return ; and that she had 
a great deal to lose or to risk ; and (3) in a financial 
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aspect, the danger to India of reprisals by foreign 
nations, oven if cvenlnally tinsuccossful, xras so 
serious, their results would be so disastrous that 
India would not be justified in embarking on any 
new policy of preferential trade unless assured of be- 
nefits greater and more certain than any which had 
so for presented themselves to the Govemmcnl 
of India.”* 


Later events, such as the occasional meetings of 
the Imperial Conference, the discussion of the pro- 
blems of Imperial defence and trade and particularly 
the intimate association of the Dominions and of 
India with England in the war with Germany, put an 
&Jtogether new complexion on the situation. Not that 
free traders were convinced that restriction of im- 
ports would do good to England or that preferential 
trade within the Empire would add strength to the i 
economic position of the country. The resolutions f 

passed by the Paris Confereucc did not meet withf 

*^PProval and the proposed arrangements 
about preferential trade within the Empire and the 
A lies were declared to be unsound. But the struggle 

cucmy^ required an efficient 
ganization and concentraton of resources, and, the 

d^ffirnH naturally silenced. Many 

for <5oii ^ ^ problems also presented themselves 

™ H-ificationof the Empire 

was round to be imperative. 

violstefl m Security, and who 

^ ®nd international law, ook tho 

Zrtll .t ‘■“PP'" “g®i»- One ot tho 

guarantees ot the future naao. -„rlii tm to 

* Webb . India and the Empire, ^ 
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',be the constitutional reconstruction o£ the Empire 
'and with it the readjjustment o£ the economic and 
Escal relations of England and the Dominions, The 
urgent need of such reconstruction impressed itself 
so strongly on the minds of people that it became 
the subject of animated discussion. So long as the 
struggle continued^ attention had to be concentrat* ^ 
ed, however, on efforts to win the war. But any 
discussion of the issue of constitutional reconstruc- 
tion naturally involved the consideration of the 
fiscal problem also. 

. , ' The general lines on which the tariff question 
could be decided, were clear. The integral parts of 
the.British Empire must admit the goods of one 
’ another on specially favourable terms, if not abso- 
lutely free, and all of them must put more or less 
; prohibitive duties on foreign imports, the Allies 
, coming in for favourable treatment and friendly 
neutrals being treated more favourably than the 
enemies. This arrangement, like the tariff reform 
schemes formulated before the outbreak of the war, 
was calculated to serve two purposes, first, to unite 
the Empire more strongly and make it self-support- 
ing and secondly, to promote the industries of Great 
Britain which suffered from the competition of 
foreign countries like Germany. 

Under such a scheme of Imperial organization, 
India was, of course, entitled to occupy the same 
position as the Dominions. The importance of 
India, arising out of her strategic position, her com- 
merce, her raw materials, her size, her teeming 
population and her markets, has been recognized by 
free traders and tariff reformers alike. India’s whole- 
hearted participation in the struggle, the sacrifices 
made by her people for the cause of the Empire and 
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their readiness to go through thick and thin with 
their brother citizens of the United Kingdom and 
the DominionSi gave the Empire a new vision and 
a new sense of duty towards this country. But 
among those who thought and wrote about imperial 
reconstruction! there was hesitation and reluctance ; 
to accord to what was only a Dependency, the" 
status and the privileges of the self-governing por- S 
tions of the Empire. The fiscal organization of the 
Empire must be based on the principle of mutual 
concession and reciprocal sacrifices. And India’s 
willingness to bear her responsibility ns an equal 
partner in the Empire could never be doubted. But 
to treat her as a trusted dependent, must make all 
the difference. 

112. Indian Government’s attitade.-~We 

have never believed that India would benefit by 
consenting to be included in a scheme of Imperial 
preference such as those adumbrated by tariff re-' 
^formers and imperialists in England and in this 
country. India has claimed fiscal autonomy, be- 
cause her people want freedom to frame their tariffs 
and protect their industries against foreign compe- 
tition. Preferential trade, which will not be in con- 
sonance with this object, cannot bo acceptable. • In 
their despatch of 1903, the Government of India 
frankly stated All past experience indicates that 
in the decision of any fiscal question concerning this 
country, powerful sections of the community at 
home will continue to demand that their interests,, 
and not those of India alone, shall be allowed con- 
sideration.” 

Speaking in the House of Commons in 1908, 
Lord Curzon reiterated these views. He observed i— - 
What has been our experience in the past in India 
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of the manner in which the influence and power of 
the Secretary of State as the ultimate ruler of India 
are exercised in the direction of the fiscal policy of 
India ? It is that in fiscal matters the Government 
of India has to take the views of the Secretary of 
State whether it agrees with them or not and these 
views are more likely to be guided and shaped by 
English than by purely Indian considerations.”* 
The economic„jdexelopment of India is bound up 
with fiscal autonomy for India and. fiscal_autonpmy 
is bound up, in its turn, with popular control of the 
Indian Government. These are fundamental factors 
in this problem of the trade organization of the 
Empire and to speak of India’s participation in a 
scheme of Imperial Preference without raising her 
status in the Empire to an equality with the Domi- 
nions and giving the people constitutional control, 

' is utterly to misunderstand the whole problem. 

So recently as March, 1913, this question was 
raised, in the Supreme Legislative Council, by 
Sir Gangadharrao Chitanavis in a resolution 
in which *^he recommended the adoption of a 
system of preferential tariffs with the United King- 
dom and the Colonies. In his speech, the mover of 
the resolution claimed fiscal autonomy for India, but 
in his view it was outside the sphere of practical 
politics and therefore ho pleaded for preferential 
trade within the Empire as the next best arrange- 
ment. What should come first he was willing to 
postpone and stated that * a customs union with the 
Colonies would gradually secure for us there a 
better and more dignified position than we now . 
have. Sir Gangadharrao's plea was unconvincing 


* See Lovat Fraset’a Lord CuKon attd After, page 347, 

*9 
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and fell flat on tlio Council and on the country.^ It 
only called forth a dissertation on the merits of free 
trade and protection from the Finance hicmbcr, Sit 
G. F. Wilson. The financial aspect of the question, 
— the loss of customs revenue that a scheme of free 
trade within the Enipiic would invohe, — was cm- ‘ 
phasiscdm his speech which was non-coraraittah 
though its leanings towards free trade wore quite 
apparent. 

'fj Fandamcntal Principles. — Leaving 
aside the controversial literature which has appeared - 
on this subject, t w e may proceed to point out the 
fundamental principles which arc iinolved in it. 
(1) In the first place, in w hatever fiscal arrange- 
ment IS proposed, representatives of the people of 
' India must have an effective voice in the discussion 
and determination. The self-governing Dominions 
struggled to obtain this fiscal freedom and partner- 
ship of the Empire and to-da)' they ate acting as 
the equals of the United Kingdom. In 3859, the 
Finance Minister of Canada administered a rebuke 
to the Colonial Secretary when the latter tried to 
interfere with the fiscal rights of that Colony. He 
said. “Self-government would be utterly annihi- 
lated if the view’s of the Imperial Government w’cro 
to be preferred to those of the people of Canada. It 
IS, therefore, the duty of the present Govcmiucnt 
distinctly to affirm the right of the Canadian Legis- 

lature to adjust the taxation of the people in the 

way they deem best->even if it should unfortunately 


§ It 18 curious to notice that the debate roused the enthusiasm oE Sir 
Roper Lcthbndge who hastened to wrrte a book on what he chose to call 
the Indian Offer ot Imperial Preference," 

T See The Colonial Conference Ihe Cobden Club’s Reply to the 
Preferential proposals , nnd The Tariff Reform Lc igue’s pamphlets 
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happen to meet with the disapproval of the Imperial 
Majesty.”'® The new partnership concedes to the 
Colonies a share in the shaping in the destinies of 
the Empire which was formerly entirely in the 
hands of the British Government. 

India must be treated on terms of equality with 
the Dominions in this respect, and the concession of 
justice must be preceded by (2) the grant of fiscal 
autonomy. The first without the second is futile. 
The Government of India, which will thus be en- 

•r 

dowed with fiscal freedom, (3) must also, as a con- 
dition precedent to a participation of this country 
in an arrangement of preferential trade, be made 
amenable to the control of the people. These three 
things are inseparably bound with one another. 
When these conditions are satisfied, it will be per- 
fectly fair to expect from India all the sacrifices 
which imperial responsibility will throw on her 
shoulders. The main object of Imperial preference 
is the consolidation of the Empire and the promo- 
tion of its material prosperity. Every measure that 
enriches the component parts enriches the Empire, 
and no tariff scheme will be acceptable that is cal- 
culated to injure the interests of the Dominions or 
of India. 

II4. ©iSIiculty of Solution.-— Imperial con- . 
solidation to be attained by preferential trade within ^ 
the Empire, will, of course, entail reciprocal sacrifices, 
and the scheme must be such that each constituent 
part of the Empire will be called upon to make a 
reasonable contribution. It is doubtful, however, if 
a policy of protection which preferential trade will 
impose on England, will, on the whole, be beneficial 


* Percy Hurd and Archib.->ld Hurd. The Now Empire Partnership 
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to her industries and trade# and i£ a tariff schctno 
can be devised “which will satisfj’’ all parties con- 
cerned. It is the ideal of many to make the Empire 
self-contained so as to enable it to snap its fingers 
at foreign countries trying to retaliate upon it. The 
risks run and the dangers overcome in the war -with 
Germany, taught the \alue of Imperial consolidation,' 
The adoption by the Empire of imperial preference 
will, in a sense, extend the bounds of free trade, 
and the cxpenences of the war swept away the 
doubts entertained by many about the ^Yisdom o! 
tariff reform. It is an undisputed principle that 
the component parts of the Empire must be 
brought together more closely than now and must 
participate m the determination of general Imperial 
policy. 

Sentiment and the sense of political necessity 
will, of course, pla)' an important part in the 
achievement of Imperial consolidation. The Empire 
is so vast and produces such a variety of raw mate- 
rials and manufactured goods, that it may become 
self-sufHcing more easily than any other political 
organization in the vrorld. But it is this variety 
and the differences in the Empire regarding eco- 
nomic conditions and constitutional status that make 
the solution of the problem extremely difficult. The 
arguments of those who would leave the Colonies 
free to evolve their own destinies and instead of 
trying to tighten the ties by tariffs and formal Im- 
perial councils, would look to the affection of the 
Dominions for the mother country, seem to have 
become out of date. Still it cannot be said that 
they have lost all their force, and a practical consi- 
deration of the question immediately shows the 
difficulty of finding a satisfactory solution. 
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/ Prof. Nicholson wrote « It is easy to say that 
free trade within the Empire is desirable, ^and it is 
to be hoped that in the course of time this ideal will, 
be realised. But this country {England) would notj 
gain if this ideal must be purchased by sacrificing^ 
a trade of threefold magnitude with foreign conn-* 
tries, by creating all kinds of local jealousies 
throughout the Empire, and by interfering with 
systems of taxation which the people who bear the 
taxes regard as beneficial, or, at any rate, satis- 
factory.”* England’s manufacturing prosperity de- 
pends mainly on her ability to export to all parts 
of the world the goods her factories and mines turn 
out, and to import food and raw materials. A free 
trade policy is, therefore, eminently suited to her 
condition, and a change in it will require very strong 
arguments to enforce it.f 


Pnnciples of Political Economy, Vol. Ill 

/ * 

'’/• t difficulty relerred to above will be npp'irent from the manner 
m which the resolutions of the Pons Conference and the recommendations 
of the Committee on Commercial and Industrial Policy of which Lord 
Balfour of Burleigh was chairman, v;ere received *The committee re* 
commended in view of the experience gained during the ivar, that special 
steps ought to be token to stimulate the production of foodstuffs, raw 
materials and manufactures within the Empire wherever the expansion of 
production is possible and economically desirable for the safety and is el- 
fare of the Empire Therefore the Imperial Government should now 
declare its adherence to the principle of preference for products and ma- 
nufactures of the dominions m respect of any customs duties now or here- 
after imposed upon imports into the United Kingdom. The committee 
further considers that it will be necessary soon to consider, as one of the 
methods of achieving the above objects, the desirability of establishing a 
wider range of customs duties which would be remitted or reduced on 
products and manufactures of the Empire and which would form the 
basis of commercial treaties with the Allies and neutrals ’ ‘ 

While the report was hailed by certain papers as heralding a new 
era of fiscal policy and the Daily Mail thought that the war had ended 
the preference controversy for ever, the Daily News remarked "that * a 
more surprising document «aa rarely have been issued ’ and added that 



m 


Indian Economics. 


'' One peculiar {eaturc of India's foreign trade 
which makes the expected beneficial effect of pre- 
ferential tariffs, extremely problematical, is the pre- 
dominant position which the Empire already oc- 
cupies in that behalf. Full 70 per cent of the total 
imports of merchandise in 191 3-1 4 came from the 
British Empire, 64 per cent being the share of the 
United-Kingdom alone. And of the exports, the 
Empire took 37*8 per cent, the share of the United 
Kingdom being 23 7 per cent. It is obvious that 
India takes from foreign countries only what the 
United Kingdom cannot supply and exports to 
them what the Empire docs not demand. In these 
circumstances, preferential trade will only mean 
an unnecessary sacrifice of customs rcveuiio and 
enhancement of the prices of articles supplied by 
foreign countries. Export duties on raw materials 
will certainly bring m revenue but it is difficult to 
say how the Indian producers will be affected by a 
diminution of exports. Even the most zealous 
advocates of preferential trade, are not able to 
show any substantial gain that India is likely to 
make.* As a business proposition, Imperial pre* 
ference is not attractive to India. It is on othci 
grounds that it will have to be justified and be re- 
commended for acceptance. Writing of the probable 
effect of a differential export duty on jute, for in- 
stance, Mr, Webb observes In the case of jut{ 
the resultant benefits would accrue rather to tlu 

• the \sar hss not changed the hard facts on \\hjch ‘fair trade’ and it 
had hitherto come to grief Tlie Dai/i CiiomcJt Annclmza 
the recommendation about change at fiscal policy as « a direct plunge inti 
the old Chamherhinite policy with additional complications due to th 
fact th'^t we have now got the Alhes/ 

* Me De P* Webb India and the Empire* 
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United Kingdom than to India. This is no reason, 
however, why India should not take its due position 
in demanding a statesmanlike revision of our com- 
mercial policy.” 

115. Summary. — Throughout the last cen- 
tury and a half, the Indian tariff has been purely a 
’ revenue tariff. During the regime of the East India 
Company, when England pursued a policy of trade 
restriction and protection, the interests of Indian 
industries could not be safe-guarded and imports 
and exports were free in India. When the govern- 
ment of the country was transferred from the hands 
of the Company to the Crown, free trade had been 
already accepted as the fiscal creed of England and 
the Indian tariff remained as before and customs 
duties were steadily reduced. The need of raising 
a larger revenue necessitated the enhancement of 
the import duties on cotton piece goods for a time> 
but the clamour of Lancashire manufacturers forced 
Government to reduce them and to impose counter- 
vailing excise duties. 

The free trade policy of England has thus been 
also the policy of India, partly owing to the con- 
viction of the authorities in England that free im- 
ports and exports were beneficial to the people of 
' this country, and partly owing to the pressure of 
British manufacturers who insisted on having an 
open 'door for their goods in the markets out here. 
The Government and the people of India have is- 
approved of this policy of open door as detrimenta 
to indigenous industries, but their protests ave 
been a cry in the wilderness. The Secretary o 
State for India could not resist the pressure brought 
to bear on him by manufacturing interests, and 
fiscal autonomy is the crying need of the country. 
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Indian thinkers arc convinced that freedom of 
e:fcchange between conntriesi as between diiiercnt 
parts of a particular country, is beneficial in theory; 
but such free c'?changc between nations on diiiercnt 
planes of economic dovclopnicut, reduces the pro- 
ductive capacity of the backward country and 
weakens it in international competition. If the 
State in India were to provide technical and 
scientific education, help tlic organisation of in- 
dustries by industrial surveys and demonstrations 
and protect infant industries against competition, 
the economic advance of India w’ould be very rapid. 
Other nations have adopted this policy and they 
have succeeded, but the Stale in India has no in- 
dependent policy of its omi and is not governed by 
public opinion. 

Fiscal autonomy and popular control of Govern- 
ment are two necessary reforms which arc essen- 
tially bound up together. Indian opinion is frankly 
and strongly protectionist and requires that this 
country must follow a fiscal policy which is suited 
to its economic conditions. The Indian fiscal prob- 
lem is, however, intimately connected with the 
problem of Imperial reorganization. Preferential 
trade within the Empire has been advocated b}' 
British tariffi reformers and the war with Germany 
gave it an ostraordinarj' interest. In any recon- 
struction of the Empire, India will have to be ac- 
corded the same status as the self-governint^ Domi- 
nions, and this country wnll make any Sicnficcs 
which Its responsibilities as a partner in the Empire 
will entail. 

The vastness of this country and of its popula- 
tion, its growing commerce and its strategical posi- 
tion, its wealth of raw materials and its expanding 
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markets make India an important factor in the Im- 
perial situation. But in a scheme of preferential . 
trade, its interests will have to be duly considered ; 
and this duty will be best performed by its own ( 
representatives. Those who have adumbrated, 
schemes of Imperial preference have not been “able^ 
to demonstrate the advantage which India's parti- 
cipation will yield to this country, and the view ex- 
pressed by the Government of India in 1903 that 
India stands to gain little by her joining in a 
zollverein, is as correct to-day as it was fourteen 
years ago. 

The problem must be looked at from the busi- 
ness as well as the sentimental point of view and 
-the two will have to be reconciled, India cannot 
land will not stand aloof fiom a scheme of constitu- 
tional and fiscal reorganization of the Empire, But 
. she wants effective protection for her industries, 
and her economic interests must be carefully safe- 
guarded in whatever arrangements will be made. 
The solution of the problem is surrounded with 
difficulties, but they have got to be faced. Fiscal 
autonomy for the Government of India, popular, 
control of that Government in India, partnership of 
this country in the Imperial organization on a foot- 
ing of equality with the other component parts of 
the Empire and Imperial consolidation for* purposes 
of defence and peaceful progress, are issues which 
hang together and they cannot be separated and 
handled piece-meal. The fact that India has rights 
as well as responsibilities, has not been sufficiently 
recognized. But from this recognition must proceed 
all schemes of Imperial reconstruction and fiscal 
reorganization 


So 
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Hartley Withers: m »^ficnhs Me-ty iri 

Hontlcry Ptabhtm; Stitcher /tern Pef-ttt nhhry U GeiS Chre/^-ty 

in fnita," Henry Danmng MaeUod* /rJia" Currtr','/] Jl* Kejnes* /«* 
dtar Currttt^ e«i Ftraret, Ablh DW» Ctir^trey Or'Cffneehe': s« 
Jrdia, H F Howard; Tie Gold Sferdtrfd, S K S-tTma /rite^ 
tety freiletrs, lirforts efth fitfsehtU eri TenJif Cer-rntittt oe /*- 
diar Currency, Rtfert of lit Rt^rl Cetrn.nien os friter Curre-y 
and rtnaret, tpt-f 

116. Old System.-TUough barter largclj’ pre- 
vailed in India in villages, gold and silver coins havo 
been vexy commonly used by the people from remote 
times. It is well kno\vn that even in very old times, 
the exports o£ India were paid £or by foreign coun- 
tries in gold, and Roman coins have been found in 
large quantities in the Madras Presidency. There 
is no wonder if m a large continent like India, di- 
vided into numerous kingdoms and principalities, 
hundreds of different coins should have been issued 
and been simultaneously in circulation. The vary- 
ing relative values of these coins must have caused 
much uncertainty and inconvenience in commercial 
transactions, but the intrinsic values of the chief 
coins were probably well known to experts and 
business men. « The policy of one mint and one 
coin current all over the realm, with which wo have 
become so familiar in the present century, did not 
find much practical recognition in this or any other 
part of India. Mr. Macleod in his work on ** Indian 
^Currency ’ mentions that when British Rule com- 
menced, there were no less than nine hundred and 
ninety-four (994) different coins of gold and silver 
current in India. In an official table published for 
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ihe guidance o£ the civil courts in the Bombay Pre- 
sidency the names o£ no less than thirty-eight ^qld 
coins and over one hundred and twenty-seven silver 
coins are mentioned as stiH so far current in 
different parts of this Presidency as to make it 
worthwhile to give the relative intrinsic values of 
these local currencies in exchange for the Queen’s 
coin.”* 

It appears that the silver rupee coin circulated 
very largely in Northern India and the gold mohur 
was only a supplementary coin there. The position 
was reversed in Southern India where the gold coin 
enjoyed the widest circulation and the silver coins 
were only subsidiary to it. The landmarks in the 
history of Indian currency since the beginning of 
the last century will be indicated below. From them 
it will be seen that whereas under the Hindu and 
Mahomedan rulers, both gold and silver coins cir- 
culated freely in the country without an attempt on 
the part of Government to fix the relative values of 
the two, the silver rupee is now the main coin of 
the whole country, siyiplemented by paper currency 
and the gold sovereign, which last is not coined in 
India and whose relation to the silver coin is fixed 
by law. The confusion caused by the multiplicity 
and variety of coins led the East India Company to 
think of making the currency uniform, and though in 
1806 the Directors declared that while fully satis-v 
fied of the propriety of the silver rupee being the 
principal measure of value and the money of ac- 
count,” they did not wish ** to introduce a silver 
currency to the exclusion of the gold,” only twelve 
years later, the silver rupee was substituted for the 


* Ranade i Currencies and Mints under Mabr&ttn Rule. 
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gold pagoda as the standnrd coin of the Madras 
Presidency, where gold coins had, till t’lat time, 
been the principal currency and money ot account. 

Under British Ewlc —In 16S5, the pre- 
sent silver rupee was formally established as the 
standard coin of the v.’holc o£ British inma, and gold 
,was demonetised. It was enacted that *no gold 
coin shall henceforward be a legal tender of pay- 
ment in any of the territories of the Bust ludh 
Company,’ But by a proclamation of 18 ri, Govern- 
ment authorised officers m charge ot public treasuries 
freely to receive gold mohurs at fi\ed rutes which 
represented a ratio of 1 5 to 1 between silver and 
gold. By the middle of the last ccnti.ry gold de- 
preciated owing to the discoveries of the yellow 
metal in Australia and Gov ernment m India became 
embarrassed when the public look advAnt''gc of this 
divergence between the legal and the market ratio 
of gold to silver by presenting gold rtthc treasuries 
and exchanging it for a larger price in silver, A 
'notification was, Ihoroforo, issued declaring that on 
and aftei 1st January, 1853, " no gold coin will be 
received on account of payment due oi in any way 
to be made, to the Govcmnient m any public 
treasury within the territories of the East India 
Company.” 

The * battlo.of the standards’ was fought on 
the Indian soil as on that of Europe, and the diffi- 
culty of adjusting the ratio of gold to silver was 
experienced in India as elscv'hcre. Both gold and 
silver had their advocates in India, and there was a 
division o£ opinion among officials of Government. 
Merchants in India, Indian and European, memo- 
rialised the Government of India for a gold currency, 
and the latter were prepared to make sovereigns and 
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half sovereigns legal lender at the rate of one 
sovereign for 10 rupees. The Imperial Government 
did not approve of the proposal and only authorised 
the receipt of gold coins in public treasuries as used 

to be.dono before 1S5S, .at lived rates. 

> 

'x"nD* Banslnliie System.— Fluctuations in 
the relative \'nlucs of gold and silver in European 
countries and America vhich were on a bimetallic 
basjs> caused groat crabarassraent by the influx now 
of one metal and now of the other. The value of 
silver relatively to gold began to fall and as some 
European countries followca England’s lead in 
adopting the gold standard, the other nations of 
Europe comomed in the Latin Union to protect 
t hcmsclves from the danger of being overflooded with 
the cheap white metal. The value of silver which was 
60{x d. per osi. in 1€72, came down to 53 i d, in 1876i 
to SOj'iy d.in 1883, to 42; d. in 1888 and to 35^'’ in 
1 893. The countries of the Latin Union were 
compelled to abandon the bimetallic system and to 
give up the free coinage of silver. Thus came to be 
^ established the Mimping’ standard under which 
' though silver corns arc full legal tender, there is no 
free coinage and they arc virtually token money. This 
meant the triumph of the gold standard, which has 
now been adopted in all countries of the world ex- 
cept China. 

Under bimetallism, both gold and silver are stand- 
ards of value, and the relation betv/een the values 
of the two is fixed by law from time to time. Mints 
are open to the coinage of both the metals and both 
are full legal tender. The market rates of gold and 
silver fluctuate while the legal rates remain “fixed, 
and for the time being, the overvalued metal drives 
the undervalued metal out of the country. If bi- 
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metallism “Were adopted by the principal nations of 
the worlds the fluctuations and the embarrassment 
would be considerably minimised. But no agreement 
could be arrived at on this question, and nations bad 
to adopt the gold standard, accompanied by a legal 
tender silver currency, whose parity with gold was 
maintained by State regulation of the coinage of 
the white metal. 

119. DifucitUtcE in India.— From 1S35 to 
1899 Indian currency rested on a silver basis, but the 
circumstances which iorced Government to adopt 
the gold standard wore peculiar. India is a debtor 
country. Its Government bus to remit to England 
every year crorcs of rupees for meeting the Horae 
Charges, its expenditure in London on account oE 
interest, pensions, salaries and so forth. The reve« 
nue of Government is collected in sih er rupees and 
the charges m England must be met m gold. When 
silver was demonetised by European countries and 
its supplies 'were larger than the demand, the value 
ot the white metal expressed in gold steadily fell* 
The lov.’er the gold value of silvei, the larger was 
the amount of rupees the Government had to find 
to meet the Home Charges. In fact, the drop of 
one penny in this exchange value, added more than 
one crore to the amount of rupees that had to be 
provided for procuring the necessary amount oE 
gold to meet the home charges in England. "To 
make this point clearer, it may be mentioned that 
in 1873-74, before the fall in the exchange value of 
the rupee commenced, the amount of Home remit- 
tance in heu of payments the Secretary of State 
makes m England on behalf of the Indian Govern- 
ment, of such charges as interest on debt raised in 
England, civil and military pensions, salaries, ’ the 
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price of stores etc., was about ^13 millions, which 
at a rate o£ exchange o£ 1 s. 10*35 1 d. was represent- 
ed by Rs. 14,26,57,000. During 1892-93 the amount 
remitted was 1.6i millions which, at the average 
rate of exchange in that year, viz. 1 s._ 2.985 d. re- 
quired a payment of Ss-. 26,47,84,150. If this could 
have been remitted at the rate of exchange of 
the year 1873-74, it would have needed only 
Rs. 17,75,19,200, which means that there was a loss 
of Rs. 8,72,64,950 entailed upon India by the falling 
exchange in that year.'* Besides Government, 
merchants and others who had to make remi ttances 
to England, sustained a loss and had to suSer from 
the inconvenience of uncertainty. 

The Government of India felt the necessity of 
adopting the gold standard, and the introduction of a 
gold currency, and the temporary suspension of the 
compulsory coinage of silver by Indian mints, had 
been suggested to them ; " but the main object of 
such attempts as were made by that Government to 
deal with the subject between 1878 and 1892, was 
not to, effect a change of. standard in India but to 
facilitate an international agreement which might 
cause'a rise in tHe~^rd price of silver, and thus dimi- 
nish the inconvenience resulting from the retention 
of a silver standard in India." The United States of 
America had to face the problem of depreciating 
; silver and attempts were made in that country by 
the Bland and Sherman Acts to maintain the price of 
the white metal by the purchase and coinage of fix- 
ed quantities of that metal. When these attempts 
failed and there was little prospect of an interna- 
tional agreement, the Government of India proposed 


* GoHbale and Eccnomic Reforms, page sS, 
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at once to close their miu tothefreocoinnffcof silver 
and to make arrangomentn for the introduction of a 
gold standard. In a telegram to the Secretary* of 
State, of 22nd Januarj’ 1895, the Government of 
India explained their propos'^1 by saying that they 
would issue a notification declaring tlv't English 
gold coins shall be legal tender in India at a rate of 
not less than 18 d. per rupee and that an interval of 
time should elapse between the mints being closed 
‘ and any attempt being made to com gold in India. 

!20» The ©urrenev 'S’ommlttccs.— The Se- 
cretory of State for India referred the proposal to a 
committee presided over by Lord Herfchcll, which 
tepoited in favour of the euggctUcn.nth accordance 
with the recommendations of the Committee, Act 
No. VIII of 1893 was passed providing for the 
closmg of the Indian mints to the free coinage ” 
of both gold and silver, nowever, reserving power 
to Government to com rupees on its ov/n account. 
By notifications arrangements were made for the 
receipt of gold at the Indian mints iii exchange for 
, rupees at a rate of 1 6 d. per rupee. When the ques- 
tion v.ns raised in 1897 whether the Indian Govern- 
ment would join France and the United States of 
America is following a common policy of free 
coinage of silvei and gold at a ratio of 15f to i, the 
Government recorded the decided opinion that it 
would be unwise to do so. 

In 1898, the Secretary of State for India ap- 
pointed the Fowler Committee to consider and re- 
port upon certain proposals which the Government 
of India had made with the object or making 
.efiective the policy adopted in 1893. At this time 
the currency position was as follows (1) gold is 
noa legal tender in India though the GoYemment 
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will receive it in the payment of public dues; (2) that 
the rupee remains b)'- law the only coin in which 
other than small payments can be made; (3) but 
that the Indian Government has declared (until fur- 
ther notice) a rate at which rupees can be purchased 
for gold coin or bullion — such rate serving to deter- 
mine the maximum limit to which the sterlinff ex- 

O 

change can rise under present arrangements.* 

Widely divergent views were held as to the 
wisdom and justice of the policy adopted in 1893, 
and the several interests involved, looked at the 
question from different points of view. The_,^itish 
Treasury to whom the question had been referred 
by the Secretary of State on the receipt of proposals 
from the Indian Government, consistently set its 
face in 183^9 and in 1884 against tahipering_with the t 
currency and making it artificial. It pointed out 
that whatever relief would be secured by Govern- 
ment would be at the expense of the Indian tax-{ 
payer* On the one hand, the need of stability of 
exchange as a condition of prosperous trade and the 
necessity of preventing the losses which a falling 
exchange entailed on Government, were urged in 
favour of the adoption of a gold standard and m justi- 
fication of the closing of mints to the free coinage 
of silver. It was pointed out, on the other hand, 
that silver monometallism was the best policy for , 
India, that the exchange difficulty could be met by 
retrenchment and economy and the s 5 ’stemstic cur- 
tailment of India’s, gold obligations c. g, home 
charges, that a falling exchange had stimulated trade , 
and promoted prosperity and that an artificial cur- ^ 
lency system vas undesirable. 
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All these conflicting tiews v^cre plnccd by ■w*it- 
ncsses before the Fowler Committee which Imd to 
decide whether India shoaUl re\crt tc the oM system 
or follow up the nrrangeme»'ts nun itcJ m 1S93. On 
a review of the whole position and n careful consi- 
deration of Uic di\crgcnt opni'ons Enhmut,d to U, 
the Committee declared itself in fiuonr of the 
, elective establishment of a trold stand ird to ha 
accompanied, of cour'ic, bv a gold currency. The 
restriction of the supply of rupees miportd hy the 
legislation o! 1 893 and other causci had pushed up tho 
gold price of the rupee and, therefore, the e\ch uigc to 
l6<f. at which the Committee stated tint it should be 
fixed. The rupee would now br eome u token com, but 
the Committee could not recommend the imposition 
of n limit on the amoant for which rupees should con- 
stitute a legal tender. 1 he profit on the coinage of 
rupees, which was to be underla’ceii when the pro- 
portion of gold m the currency e'cctc bJ ilic detn ind, 
was to bo accumulated in a special reserve fund. 
This profit would represent the diflcrcuce between 
the intrinsic metallic ^aluo of the rupee and its 
artificial value. Ihcsc rccoinmcndutious were ac- 
cepted in their entirety by the Indian authorities 
and steps were immediately taken to carry them 
out. 

151. Opposition to eiiangc o7 Standard.— 

It may be generally observed that the currency 
policy recommended by the Fow Icr Coumv.Uco has 
been admitted, on the whole, to have been a st^und 
policy, though the steps which led to it, were partly 
the result of panic, partly of helpless drifting and 
partly of concentration of attention onl)' on one 
aspect of the problem viz. the financial embarrass- -- 
,ment caused by a falling exchange. It is interesting 
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to notice the strong views expressed by financial 
experts and high Government officials before 1893 
against any tampering with the Indian silver stand- 
ard. Mr. R. Hardy, Treasurer and Secretary, Bank 
of Bengal, stated in a memorandum, dated 22nd May 
1886: — In conclusion, I would observe that the 
\s hole position of India, as a nation, in regard to 
the silver question, may be stated broadly as foU 
lows : — The foreign trade of India consists of ex- 
ports of merchandise : the exports pay not only for 
India’s gold obligations abroad, but for her imports 
of merchandise as well, and a balance always re- 
mainls in her favour. This balance she takes in 
Sliver. If silver is cheap she gets more of the metal 
than she would get if it were not so cheap, and i ■ 
hold that it is most to her advantage to get more, 
than less silver. It, moreover, appears obvious that 
the pressure of the gold payments upon India as a 
whole, depends not upon the price of silver, but 
upon the gold prices realised for the merchandise 
exported to me'et such gold payments. That the 
' Government is in the position of receiving its reve- 
nue in silver, it may be asserted, does not affect 
that, the national aspect of the question, and in my 
view It is, therefore, clearly the duty of Government 
to meet any financial necessity arising from a fall 
in the exchange, -either by increasing taxation or by 
reducing expenditure, or by both. To attempt to 
meet the difficulty'by taking the extreme measure 
of changing the standard of value is, I tiunk, out of 
,the question, and I express this view, holding the 
opinion that the Value of silver will probably yet 
\ fall considerably."* 

See Selection from Papers lelatmg to the Irtroduction of a Goli 
GmextcSf vx Ixidia, pages ^33 tc 46a 
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Referring to Liculciiont-Gonerftl Strachc)’’£ 
proposal to give India a goW, ctax.durd wiibout a 

gold coinngc, pro’khion being inidc for tlic C5:pati- 
sion of the currency to u cct requirenv ms of trade, 
Mr. J, Weitlaud, Comptroller and Auditor General, 
wrote in 1886 lain mchntd lather to say th^.t 
greater facility in meeting its home obligations is 
the only interest that India luis m a gold standard ; 
and if a silver standard is better v.itn respect to nil 
its other relations and concerns, I cannot concede, 
that tho question connected v. ilh its home obliga- 
tion is of such tremendous importcnco as to over- 
whelm all others. The fact that our European offi- 
cials, regaromg our connccvion with India ns only 
temporary look to tho gold slancurd ol Inc country, 
where we ultimately intend to Inc, as prctcruble, 
for our own purposes, to the sihcr standi id of the 
country where we earn our living, is somewhat apt 
to increase m our c} cs the importanco of remittanco 
from India to England. But it we want to stay in 
India all our lives, and onr children after us, as the 
infinite majority of people dwelling m India do, I 
doubt if we would look upon a manifusily appre- 
ciating standard as more desirable than one which 
has been fairly steady in the past, so far as absolute 

value can be measured 

Mr. D. Barbour, Secretary to the Government 
of India, Department of Finance and Commerce, 
held identical view's and maintained : — The loss or 
gain therefore to India, as distinguished from tho 
Government of India, in respect of her permanent 
gold obligations, depends entirely on the gold prices 
which she can obtain for her exports. No manipu- 
lation of the Indian currency can possibly affect the 
gold prices of Indian exports and therefore General 
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Strachey’s proposal could in no case give any relief 
to India as a country whatever effect it might have 
on the financial position of Government. Just as 
much as Government gamed; just so much must the 
Indian people lose," There was a large body of' 
people m India holding similar views* and they ^ 
contended that the exchange difficulty could have * 
been and ought to have been met by economy and ! 
a reduction in the gold obligations of Government ; / 
and that it was not necessary to alter the standard 
of value as an artificial increase in the value of the 
rupee only transferred the burden from the State , 
treasury to the shoulders of the people. 

i22. Change Effected. — The financial em- 
barrassments of Government; however, proved an 
irresistible argument in favour of the adoption of 
the suggestion to make the rupees token coins! 
and by restricting their output to raise their ex- 
change value to i 6 <f. In 1899 the Government gave 
up its attitude of hesitancy and boldly embarked ' 
upon a policy of a gold standard to be ultimately 
accompanied by a gold currency, (1) Sovereigns 
and half sovereigns were made legal tender ; 

(2) active steps were taken to open a mint for the 
coinage of gold in India, though the scheme was 
dropped in 1902 to be revived only ten years later; 

(3) profits on the coinage of rupees were being, 
accumulated in a special gold reserve to be used for 
the support of exchange ; (4) efforts were made to ■ 
induce people to use sovereigns as a medium of 
circulation. ^ But very soon Government policy be- 
gan to drift, the ideal recommended by the Fowler 
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Committee was put out of sigiit and India came to 
have a gold exchange staiidard instcucl oC a genuine 
gold standard. 

Go\ernraent departed in several important par- 
ticulars from the lines of policy laid down by Uie 
Fowler Co.nmiUec. " i ho investment of the Gold 
Standard Resersc in securities in London, the drop- 
ping of the scheme for n gold mint in India, the 
practice of selling Council Drafts at somclUmg be- 
low gold point against the Currency Rcser\c, the 
establishment of the sih ei branch of the Gold Stand- 
ard Reserve, the di\crsion in 1507 of moncj* from 
that Rescr\c for capital expenditure and its use la 
1908 for meeting drafts sold by Government in India 
on London to private traders, arc all examples of 
divergences from tuo scheme adumbrated by the 

Committee The system actually in operation 

has accordingly never been deliberptcly adopted as 
a consistent whole, nor do the authorities thcmschcs 
appear always to have had a clear idea of the final 


obiect to be attained. To a great extent this system 
is the result of a senes of experiments."* 

123. Gold Exchange Standard.~In India, 
as in other countries having a gold exchange stan- 
dard, “gold actu lly in circulation whether, it be a 
silver coin of a paper note, depends for its value in 
exchange, not on its own intrinsic worth, but on the 
maintenance in reserve of gold or resources readily 
convertible in gold and in the case of Russia and 
Japan, at any rate, large portions of the gold resour- 
ces are held not at home, but in London, Paris, and 
other monetary centres, just as India's goldstandard 
reserve is held in London." Mr. J..M. Keynes, in 


* Cajoaberlam Commiasioa’# Report, pag# j3. 
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in his book* and the Charaberlain Commission in its 
report, have favoured the gold exchange standard as 
peculiarly suited to the condition of India i nd have 
^ated on the wastefulness of a gold currency. The 
latter suras up its view in tins connection thus:— "Our 
view is that India neither demands nor requires gold 
coins to any considerable extent for purposes of 
circulation ( as opposed to saving or hoarding), that . 
the most generally suitable media of internal circula- 
tion in India are at present rupees and notes, and that 
the Government should, as opportunity may offer, 
encourage notes, while providing — and this is the 
cardinal feature of the w'hole system — absolute secu- 
rity for the convertibility into sterling of so much of 
the internal currency as may at any moment be re- 
quired for the settlement of India’s external obliga- 
tions.” t 

In his masterly note of dissent appended to 
the Report, Sir James. Begbie, a member of the 
Chamberlain Commission, has disposed of the objec- 
tions taken to the adoption in India of a true gold 
standard, accompanied by gold coins in circulation, 
as was recommended by the Fowler Committee. 
Financiers in other countries are alarmed at the 
large absorbtion of gold in India and would like that 
this stream of the yellow metal should be diverted 
into other channels. Imports of gold into this 
country are onlv the price paid by foreign nations 
for a part of Indian exports, and the currency system 
of India cannot be developed to suit their conve- 
nience and interests. The accounts of the hoards 
of gold in India and of the hoarding habits of the 


* Indian Currency and Finance, 
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people, arc exaggeiaicd and tnc fact that the masses 
in western countries also are addicted to that habit 
has been brought out by the quainstics of sovereigns 
and other gold coins which have emerged from niu 
expected quarter-; for investment in \uir loans. We 
have ample evidence to prove that gold coins have 
always ocen popular and in cxtcnsi'vc circulatiou ip 
this counti} . One of the lesssons Mr. K-’-nude drew 
i.rom his study of Mahrmta hi^torv v.'as that *lhe 
statement now so generally mnde'that India was lOo 
poor a country for the circulation of gold coins is 
unsupported by the facts of the ease, as they can be 
^certaincd from the history of iha mints under 
Mahratta rule’ and that there is no reason why 'i£ 
the gold coins were in demand a hundred years ago 
there should not be a suuiliar natural demand for 
these coins m our present condition of greatly ex- 
tended commercial and banking actialty.’ f 

from^thossT re'ipcot'arc diilorent 

‘ ““''tries v;hich 

have a gold ewhango standard. Here the mmual 

gold absorptroa is h.rge and the prodncUon of 
the yellow metal in Indian mines comL to four or 

five orores a year. The balance o£ trade is usualK- 
favourable to this country ° usuallj 

may be required for Sv" rc^ " 

The aceumnlation of token coin, n i ’ 

Indian mints and nbso%ed bT t r°^ 

oas, and if fan, hues are onv^^ 10^'^““'’!'’' '’“"S”' 

gold coins by means of a“rold tin^nT'f 
stability of evohange will bo stdl f„ u 
The absence of a gL ^^.0 India 

ctculauon Of silver tokens for w^^lottaS 
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does not binnd itself to give gold coins, are calcu* 
lated to foster the hoarding habit which every one 
is anxious to discourage. Too much attention is 
paid in India to the maintenance of eschaige, and 
every thing else is subordinated to it. The lupee, 
which IS the principal coin of the country, is only a 
note printed on silver and its convertibility is limit- 
ed.*" 


12^9 K ©oM Mist Sor Eadia. — After the 
Fowler Committee had recommended the adoption 
of a gold standard and a gold currency, the Govern- 
ment of India took up seriously the question of 
starting a gold mint in Bombay, and m his financial 
statement in 1900, Sir Clinton Dawkins announced 
that every thing waT ready .'""But all possible imagi- 
nary difficulties having been raised by the Mint 
authorities in London and the British Treasury, the 
project was abandoned. The question was raised 
again in 1912 by Sir Vithaldas Thacuersay by moving 
a resolution m the SupIrVme' Legislative Council and 
Mr. Gokhale accorded his support to the suggestion 
that gold should be coined m the Indian mints. X he 
Government of India sent a despatch to the Secre- 
tary of State, dated 16th May,- 49 J 2, and strongly 
urged the necessity of minting a gold com in India. 
The plea put forv^-ard in the despatch is supported 
by sound reasoning, and it completely demolishes 
the case of the opponents of the proposal. The 
despatch examines and refutes the arguments that 
an Indian gold com is unnecessarj', that it will not 
assist the maintenance of exchange, and that it will 


*Sec aa article on the subject in Tif Eronetme Jo Hittrlf JunC) i9l4 
by Prof. J. S. NichoUon. 

3S 
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bo too expensive and ends by rcmtirking that tho 
proposal for a gold coinage has behind it the sup- 
port of Indian public opinion. 

Lord Cre'^vo referred the proposal to the Lords 
Conimissioners of the Treabury. Tliey did not 
accept It and instead ofLcrcd tv^’o nUeriVilucs: (1) 
“That a branch Mint he eslr.bJishcd at Bombay 
solely for coinage of gold under the supcrirision of 
the Royal Mint and His Majesty's Treasury; (2) that 
the control of the whole of the c^nsling Mint at 
Bombay be taken over by His hxajesty’s Govern- 
ment, who would accept at the expense of India the 
responsibility for an establishment, producing not 
only British gold coins but also coins for circula- 
tion in India, that is, sihcr and nickel ” These pro- 
posals could not be acceptable ; but ns Lord Crew 
pointed out m his reply, it was open to the Govern- 
ment of India ‘to produce at one of the Indian Mints 
a separate Indian gold coin of the denomination of 
say Rs. 10.’ The Secretary of Slate suggested that 
this course w'ould be inexpensive and would avoid 
the intervention of tho British authorities in India’s 
general coinage operations. There was further this ' 

‘’““■‘■■notion .up- 
gcsted v,ould satisfy such currency requirements Ss! 
etc not met by the present tecililies for obtaininc' 

sovereigns, rupees sud notes. The Chnmberhii® 
Commission, however, holding ss it did that a cold 

^change standard with an actual currency oonsist-- 
mgoftokon corns and notes, was quite euouoh for 
]bdia, did not see its way to lend its support to tho 
Idea of a gold mint or even of the circulation of gold 

LTr Goi ‘ “ n-ontoa a iSt 

and if the Government was prepared to incur 

expense, it might have a gold mint provS Z 
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coin to be minted was the sovereign ( or the half 
sovereign ), 

125. Gold Standard ISeserwe, Fi3J2d»--One* 
of the chief buttresses of the Indian currency 
system is the ^old Standard Reserve Fund which ^ 
was created on theiecommendatibn of the Fowler 
Committee and was to bo formed out of the profits 
on the coinage of rupees. The gold thus accumulat- 
ed, was to be made available for foreign remittances 
whenever the exchange fell bolow specie point. 
But the intention of the recommendation and the 
object of the Reserve were differently interpreted, 
and the soundness of the policy pursued by Govern- 
ment in connection with the Reserve was seriously 
called in question. The chief questions for considera- 
tion regarding the reserve were : — (1) the purpose 
for which it should be used, (2) the form in which it 
should be held ; (3) its location, that is, whether it 
should be held in England or India ; and (4), its 
amount, that is, whether it should be allowed to 
accumulate indefinitely and, if not, what limit should 
be placed on its accumulation.* 

These questions were forced upon public atten- 
tion by the experiments which were made by succes- 
sive financiers with the gold reserve. * As a corres- 
pondent observed in the Z-ourfon Times towards the 
close of 1912, ^ Sit Edn^r^.aw perpetrated the first' 
blunder by investing the reserve in England instead ' 
of keeping it in India. He was obessed by the pos- 
sibilities of interest, with the result that India has 
not ,only lost all the advantages of a liquid gold 
reserve but has suffered the loss of nearly a million 


♦ S«e Appcadiws tc tbe Interim Rcpoit oi the Chmesrhin Com- 
mission, pogo S7. 
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Sterling througli the , dcprccmtion o£ - securities/ 
Another noint of departure vtas that in connection 
with purchases of silver for 3ns coin igc operauons, 
Sir Edward Baker decided to liold sn? erorcs of 
rupees of the gold slundnrd re«'’rvc in coined rujiecs. 
Thencaniotho inicricuiionot Mackaj* Connnittee. 
"The demand for rpih‘.ay construction had outstrip- 
ped the capacity of tho Govcrnmeul of India to fur- 
nish the necessary funds. A committee which sat 
in England under the chiiirmanslup of Sir James 
Mackay ( Lord inchcape ), hght-hcartediy recom- 
mended that half the profits on coining should be 
diverted to capital expenditure on rcdv.nys. A 
million sterling was misappropriated to this purpose 
before the iinivcrsnl condemnation of such a perver- 
sion of sound principle compelled the Secretary of 
State to withdraw a decision which in no conceiv- 
able circumstances should have been taken." At- 
tempts were likewise made to fix a limit to tho ac- 
cumulation of the gold ress’^vc fund so tliat addi- 
tions to it beyond tho limit might be devoted to 
capital expenditure. 

In the crisis of 1907-08, the balance of trade 
turned against India. Exports fell off owing to the 
unfavourable character of the agricultural season 
and imports continued to pour in. fhcrc was a 
' heavy demand for remittance of gold abrond, stimu- 
lated by the premium upon the yellow metal caused 
by the American financial crisis. The Government 
of India first hesitated and doled out gold in small 
quantities. But its stock was small and wus likely 
to be soon exhausted. It, therefore, sold sterling 
drafts on London to the extent of £ 8 millions, 
which put a severe strain on the gold standard and 
currency reserves in London. This experience 
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taught a valuable lesson in the management of 
Indian currency, and similar measures were resorted 
to when there was an adverse balance of trade soon 
after the out-break of the war. 

126. Recommendations of ©hamberlaln 
Commission. — Thc^CJiamberlain-Gommission dis- 
cussed all the points in dispute between Government 
and its critics with reference to the gold reserve," 
mainly the questions whether the bulk of the Reserve 
should not be held in gold instead of in securities 
and in India instead of in London and whether the 
Reserve should not be used to relieve monetary 
stringencyiin this country instead of being locked 
up in England. The Commission thought that as 
the chief purpose of the Reserve is the maintenance 
of exchange and as the gold is wanted for payment 
in London, that financial centre is the proper place 
where it should be located. It concluded (1) No 
limit can at present be fixed to the amount upto 
which the Gold Standard Reserve should be accu- 
mulated ; (2) the profits on coinage of rupees should 
for the present continue to be credited exclusively 
to the Reserve; (3) a much larger proportion of the 
Reserve should be held in actual gold. By an ex- 
change of assets between this Reserve and the Paper 
Currency Reserve, a total of about 10,000,000 I in 
gold can be at once secured. This total should be 
raised as opportunity oSers to 15,000,000 /, and 
thereafter the authorities should aim at keeping on© 
half of the total reserve in actual gold ; (4) the Indian 
branch of the Reserve in which rupees are now held 
should be abolished, the rupees being handed over 
to the Paper Currency Reserve in exchange for 
gold ; (5) the proper place for the location of the 
whole of the Reserve is London; and (6) the Govern- 
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mcnt should definitely nndertnlio to sell bills in 
India on London at the r.\to o£ 1 s, per rupee 
\ 7 bsncvcr called upon to do so. The conaidcratjon 
that a reserxo of gold held in India rrill inspire con- 
fidence in the public mind and may be lent to Indian 
banks to the benefit of commerce and industries, as . 
also the consideration that in a time of crisis location 
of Indian gold in Loudon may cause sci ious incon-' , 
vonience and loss, did not impress the Commission, 
and it lent its support to the policy pursued by 
Government vrith regard to the location of the 
Reserve. On the outbreak of the v rir, tlie silver 
branch of the Rcsen’c was abolished and a loan was 
taken from it temporarily to replenish the cash 
balances of the Government of India. The follovnng 
table shows the disposal of the sums p.aid to the 
Reserve upto 31st March, 1916:-- 


ProSls on Coinage— 

Total ProSits realised, ttt Afil, iSoo to 

r 

£. 

Slat March, x9iS .. 

Dtdttct amount used for Capital Ex- 

33,?37,;55 


penditure on Rai'wajrs ... ... 

i,i3:,CSa 


Profit paid to Gold Standard Reserve . 
Interest and discount received upto 3 ’it 

•«e 

C3,'‘i3,543 

March, I9t6 ... 

5,4S3,535 


Profit by exchange 

U9,43S 


PioGl and Interest paid to Reserve Irom 

■■ ■' 

S.Sfie.eJS 

let Aprd, l?co, to 3iEl Ma-ch, i9iG 
Deduct — 

Lois on Sale, RedempMon, and Conver 

«< 

27,976,515 

Sion oE Securities .. 

1 r9;,:57 


Loss through depreciation 

512, 36z 


Miscellaneous charges ... 

20,^07 

1,725,135 

Amount of Reserve on Sist March, i9r6 

«»* «« 

£ 26,251,355 
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£. 

Sterhng secanties held lo England (estimated 

value) i6,sz8,692 

Cash held in England on account of the Re* 

••• ••• *»• • ■ S,l 92 fiZx 

Gold held in India on account of the Resene .. a3S,734 

Temporary lo-n from the Reser\e to Treasury 

Balances in India ••• **t .. 4,000,000 

Book credit in Treasury Accounts, India ... 1,326 


£ 26,231, 383 


At the end of the official year, 1916-17, the total 
o£ the Reserve stood at £ 30*84 millions, more than 
£ 4 million being added to it on account of the huge 
coinage of rupees the Government had to undertake 
to replenish its dwindling stocks. The loan taken 
from the Reserve was returned to it in the course of 
the year, and £ 24*7 millions were invested in 
London, 6 millions having been placed at short 
notice by the Secretary of State for India. 

1ST. S?apep iSoney. — ^To economise the use 
of the precious metals and to supply to the public a 
more convenient form of currency, Governments 
and banks issue paper money, and paper occupies a 
large place in the currencies of the advanced nations. 
The cheque in England and the bank note on the 
continent, are extensively used as media of exchange, 
and metallic money occupies only a very subordinate 
position. The right of issuing notes is a monopoly 
enjoyed by banks in certain countries, while in the 
United States of America banks are allowed to exer- 
cise this function freely. As the right to coin money 
out of papei is likely to be abused to the detriment 
of the public, the issue of notes is generally regulat- 
ed by the State in ail countries. Where there are 
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State banks, as ia Russia, there is no quc'^tioa of the 
control o£ Government. In countries, liV.c England, 
France and Germany where the connection bot- 
vreen the central bank and the State is ver) in timate, 
and in America, where there arc nismcrous private 
banks enjoying the right of note issue, the regula* 
tioa o£ the issue of notes is found necessary in Iho 
interests o£ the public. 

There has recently been a great expansion o£ 
paper currency in India. Tho use of cheques in 
ordinary transactions, is, however, cj:i.remcly limited 
and though the progress of paper circulation is 
satisfactory, so far ns it goes, there is an unlimited 
field for the expansion of paper currency. Spread 
of education, progress oE industries and conimcrco 
and the policy of Government tending to popularise 
currency notes, will encourage a larger use of paper 
substitutes for metallic monev. Instruments of credit 

t * 

were in use among tankers arid merchants in old 
times but bank notes and notes issued by the State 
as a part of general currency, wore not known. This 
is a development of the past seventy years. 

Under Acts of the Governor-General, Nos. VI, 
of 1839, III of 1840 and IX of 1845, the Presidency 
Banks of Bengal, Bombay and Madras n ere authorised 
to issue notes payable on demand, but ttic issue of 
the notes was practically confined to the three cities 
of Calcutta, Bombay and Madras. These notes were 
not legal tender. The issues ^^erc limited to maxima 
of two crores of rupees in the eases of the Banks of 
Bengal and Bombay, and of one crore in that of tho 
Bank of Madras. These Acts were repealed by Act 
XiXofl861, providing for the issue of a paper 
currency through a Government Department by 
means of notes of the Government of India payable 
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to bearer on demand. These notes v^ere made legal 
tender within the circles of issue. Since the 1st 
March 1862, when this Act took eflEect, no banks have 
been allowed to issue notes in India. " ^ 

I2S. Regulation o? Issue.— Mr. James -Wil- 
son, Finance _Membei ~o£-the Governor-General’s 
Cduhclirinitiated the new policy by introducing a 
Bill relating to the paper currency in India in J. 860? 
He pointed out in his speech the advantage of a 
Government paper currency to be managed entirely 
by the State. “ Thc'GoTrernment of India," he said, 
« proposed to take the issue department of the Bank 
of England as their model.” Not only would such 
an issue department possess a security greater per. 
haps than that of any bank of issue in the world, but 
there would be a large direct profit to the State from 
the interest derived from the fiduciary portion of the* 
reserve and an indirect advantage 'in tlie improve-^ 
ment of Government credit from the purchas-^ of 
securities for the paper currency reserve. I should 
mention that Mr. Wilson’s bill did not become law 
without considerable .modifications, the principal 
being that the lowest denomination of note was fixed 
‘ at 10 rupees instead of five, and that the fiduciary 
, portion of the reserv^e was limited by the Act, as 
passed, to four crores cf^rupees instead of two-thirds 
of the note circulation as proposed by Mr. Wilson, f 
Notes, which are only silver or gold certificates, 
representing a stock of the precious metals of equal 
value kept in reserve, do not possess the advantages 
mentioned above j and fiat money or.^inconyertible 

* Memorandum submitted by Mr. F ^Y. Ncivmarch to tHe Cham- 


berlwn Commission 
f Evidence of Mr 
Sion, i9i4. 

3S‘ 
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paper money bas its dangers. The Government ot 
India placed before Itself ns its guide iho English 
Bank Charter Act of 18‘54 and placed a limit upon 
the fiduciary issue though that limit has been raised 
from time to time as the circulation of the currency 
notes has steadily expanded. The irsuc of hank 
notes is regulated by the State in all countries. A 
. rescTxe of gold and silver is insisted on a*> a guaran* 
tee for the encashment of the notes ivhcncvcr they 
are presented, and the amount of the notos which 
need not be so secured by a rcseri-c, is strictly limited 
by law, a departure being nlloncd therefrom only 
under specific conditions. The portion of the note 
issue not covered by a reserxe of cash, may bear a 
certain ratio to the total cnculalion or nia> be a 
fixed amount to be automatically raised with the 
increase of issue. 

It was provided by the Act of 1861 that bullion 
and coin should be retained as a reserve to pay the 
notes issued, with the cxcei-tion of such an amount 
not exceeding four crorcs of rupees as the Governor 
General in Council with the consent of the Secretary 
of State for India might from time to time fix. This 
amount was to be invc'^tcd in “ Government securi- 
ties." In December 186? the note issue was valued 
at Rs. 5,11,00,000 and the Reserve xvas composed 
thus : — 


f 

1 Silver Com Reserve 
Silver Bullion Reserve „ 
Government SccuruicjE ... 


R* 

. l,S3,ss,S62 
. r, 1 7,00,000 
. s 00,77 , t35 


5 , 11 , 00,000 

The invested portion of the Reserve was thus 
about tyro’fiftlis of the total circulation. 
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■The maximum fiduciary issue, ^Yh^ch was ori- 
ginally limited to 4 crores, was raised to,„6^crores in 
1872, to 8 crores in 1890, to 12 crores in 1905 and to 
14 crores in 191 f. Originally the securities m which 
a portion o£ the paper curreney reserve was to be 
invested, \Yere to be * securities of the Government 
of India ' ; but when in 1 905 the limit of the fidueiary 
issue was raised to 12 crores, ‘securities of the Unitj 
ed Kingdom of Great Britain and Ireland' and ‘securi- 
ties issued by the Secretary of State for India in- 
Council under the authority of Act of Parliament' 
and charged on the revenues of India ’, were added, 
the value of the latter classes of securities being 
limited to 2 crores. Act VII of 1911 the limit of 
the invested portion was raised to 44 crores and it 
was provided that 4 ciores out of these might be 
invested in securities other than those of the Govern- 
ment of India. 

129« ©iirrency Reserve For several years ‘ 
the Paper Currency Reserve was kept mainly in 
silver and in India. But since 1898 this polic)^ has 
been changed, and a portion of the Reserve is now 
located in London to be used for the purchase of 
silver for coinage purposes and also for the support , 
of exchange. In 1898 an_ Act was passed (II of 1898) * 
enabling notes to be issued against gold held by the 
Secretar)” of State in London. This Act was a 
temporary measure intended to meet exceptional 
conditions. The Secretary of State sold bills beyond 
his owm requirements for the convenience of trade, 
but the Government of India could not meet them 
from their balances. The above Act was to enable 
them to mebt the drawings from the Paper Cuirency 
Reserve, the Secretary of State setting aside gold to 
the account of that Resq.Tve in London to the same 
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amount as the Govemraent of India took out ffom 
the Reserve in this country to meet his dra^^lngs* 

This temporary arrangement svas extended for 
two years and then in 1902 by AcA IX oC that ycar» 
made permanent. The Scerkary of Stptc was ona* 
bled by this Act, to purchase silver bullion and to 
transmit it to India Cor currency purposes. ‘ Thus 
the Secretary of Stale might either (1) hold gold in 
England as part of the reserve against the note issue 
In India, or (2) ho might transmit the gold to this 
country to serve the sumo purpose here or (5) he 
might expend it on the purchase oE silver, also to 
form part of the reserve. Gold or silver in transit 
to India, from its lociition as part of the reserve in 
England or vice verza, remains part of the reserve 
while in transit. In practice only the first and the 
third of the above alternalitc cou»scs arc adopted as 
ordinarily sovonegns arc imported on private account 
in sufficient quantities into India and render it un- 
necessary for the Secretary of State to ship them.’ 

If the silver required for coinage purposes cannot 
be purchased in India, it is but reasonable that a 
part of the Paper Currency Reserve should bo trans- 
fened to London by the sale of Council bills to 
enable the Secretary of State to make the necessary 
purchases whenever necessary. But the portion ci 
this Reserve located in London, came to be regarded 
as a first line of defence in a tune of exchange crisis^ 
and strong objection was taken to the utilization oi 
the currency reserve which is intended mainly tc 
enable the Government of Indio to encash its notes, 
for supporting exchange and to the investment and 
locking up of large funds in England. It was argued 
that the English joint stock banks worked with a‘ 
very small reserve of gold and relied too much on 
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the Bank of England and that it was dangerous to 
hold the gold of the currency reserve earmarked at 
that Bank. The general objection to the transfer 
of Indian gold to London in the case of the gold 
standard reserve applied with greater force to the 
gold in the currency reserve. The Government, 
however, replied that if the gold on account of the 
‘Reserve were not drawn to London, it would, in any 
case, have to be transferred 'there for the purchase of 
silver when the stock of rupees was depleted andl 
gold in India could not serve the purposes of 
currency. 

The Chamberlain Commission thought that “the 
gold in the’ Reserve in India has been much in excess 
of the demand, that tho Gold Standard Reserve has 
not in Itself been suflScient to secure beyond ques- 
'tion the stability of exchange, and that gold in 
London is more directly and indubitably effective 
for this “ purpose than gold m India.” The Gold 
Standards Reserve has recently increased very rapidly 
owing to the enormous amounts of rupees the 
Government had to coin to meet war expenditure 
incurred on account of His Majesty’s Government. 
The necessity of earmarking gold belonging to the 
Currency Reserve at the Bank of England which is 
said to be * equivalent to the export of gold from 
London to India’, because that gold so set aside 
‘against notes issued in this country, is not available 
to the London market, was removed by an amend- 
'ment of the law, and the Secretary of State for 
Tndia was empowered to invest the Reserve up to a 
total amount of Rs. 34 crores, this limit of securities 
in England having been only Rs. 4 crores before the 
outbreak of the war. The Gold Standard and Paper 
Currency Reserves have expanded beyond all ex- 
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pcctations in the course o£ the 3 *caTS of war, and 
the recommendations of the Chamberlain Commis- 
sion w ill not give sufficient guidance to decide ho\i 
they should be invested and utilised as a permanent 
policy. 

130. hlotc Cireiilallon.—Indian currency 
notes ‘are in the form of proniissor) notes of the 
Government of India, payable in rupees to bearer 
on demand, and arc issued in denominations of 
5, 10, 50, 100, 500, 1,000, r.ud 10,000 rupees. They 
are issued ithout limit at an 3 ' paper currency office 
against rupees or gold. For the purpose of the note 
sj'stem, India is divided into certain circles, pnd (with 
the exception of the 5 rupee note wmeh wts uni\er- 
salised outside Burma in 1905) the notes were, until 
1910, legal tender only within the circle of issue.’ 
Since then all the smaller denominations of notes 
up to and including those for 100 rupees, have been 
universalised. An urgent demand for currency which 
could not be satisfied with the available stock of 
rupees, led the Government to tluiiU of issuing notes 
of extremely small dcnominniious such as one rupee, 
in imitation of the one £ and 10 s. notes of Eng* 
land. The above universalisation of notes 1ms 
assisted to expand and popularise paper currency in 
India. The average gross circulation of notes *was 
28*58 crores in 1900-01, ^5*H crorcs in 1906-07 and 
65*62 crores m 1912-13, The active* avciage cir- 
culation m these years was 22*05, 33 9.3, 41*89 and 


* The ‘net’ circulation is obtained by deducting Irotn the gross 
amount the quantity ot notes held in Resjrve Treasuries IVe get the 
‘active’ circulation i£ notes held in oihcrGovert’nicnt Treasunes and jn 
Presidency Bank Heed Offices are further deducted In this latter cal- 
culation notes held in Government Treasuries o her than Reserve Trea- 
aunes, are not often included. , 
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45*39 respectively. The active circulation on the 
1st February in the following five years was : — 




Crores. 

1913 

• •• 

51*29 

1914 ... ... ... 

« 

51*91 

1915 ... ... 

• • • 

45*09 

1916 

• • • 

54*11 



The Government of India and 

the 

67*90 “ 

Secretary of 


State perform several functions which, in other 
countries, are performed by private and State banks. 
' The connection between the Indian Government and 
’movements of trade, internal and external, is very 
intimate and the financial operations of the Currency 
Department and of the India Office, are on an ex- 
tensive scale, “Briefly the position is that, in addi- 
tion to the Treasury, Currency Reserve and Gold 
Standard Reserve Balances at Head-quarters, Govern- 
ment hold large amounts of money distributed over 
India m Distric^lreasmies and „in currency chests, 
nearly every treasury having such a chest. Money 
comes in to the Government treasuries and sub- 
treasuries all over the country in payment of reve- 
nue, from which it is necessary to provide funds for 
expenditure at Head-quarters or in order to meet 
outgoings in England, Conversely, the ridding 
firms -haveriaTgeTemittances “to make to the interior 
in payment-for^produce. Firms requiring money 
for this purpose constantly apply to Government 
for remittance orders from one place to another 
within the country, and Government meet the ir 
requirem6nts,-SO-laiLnsJthey-can-dQ so,„b5L the„ issue, 
-^afaTsmall .charge . oL.supply__bills _and telegraphic 
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trans£ei,s. through treasury or currcucy. The umount 
of remittances annually effected in this vmy is very- 
large. The arrangement is economical for all parties 
concerned as enabling these transactions to bo 
largely effected without any actual movement of 
coin.”* We propose to notice m the next chapter, 
a similarly intimate relation which subsists between 
the operations of Government and the adjustment 
of the transactions of India's external trade. 

!31. Summary.— Gold and silver coins have 
been used in this country as carrcnc> from lime 
immemorial, though no attempt was c\ cr made to 
lay down by law a ratio betvs cen the values of tlic 
two coins. Every king and prince had his own coins, 
and a uniform currency in such a large country was 
not to bo expected. The East India Company found 
a multiplicity of coins current at the beginning of 
the nineteenth century and thought it desirable to 
establish a uniform currency system m its domi- 
nions. Without actually dooronctismg gold, it tried 
to give pronimencc to the rupee currency and ulti- 
mately silver monometallism became the regular 
system of the country. 

Gold coins stiU continued for se\cral years to 
be received at Government treasuries nt a fixed ratio 
of value, but this was found inconvenient and the 
silver standard was proclaimed in 1853. The Govern- 
ment w^s asked from time to time to adopt the gold 
standard but it did not see its way to do so. Silver 
came to be discarded as standard of value by one 
country after another in Europe, and the fall in the 
gold price of silver caused groat embarrassment to 
nations w^hich were on the bimetallic basis. They 

* Report tipon the Operations ot the Currency department dunng 
the year t9i3~i4. 
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tried to protect themselves against the influx of the 
cheap white metal and to maintain the legal ratio 
between gold and silver. But the efforts proved 
ineffectual and bad to be abandoned. <The free 
coinage of silver was stopped and the silver coins,, 
though unlimited legal tender, became tokens. 

India was in a similar case. Here there was no 
bimetallism and a parity of the two metals had not 
to be maintained. But the Government of India had 
to make remittances to England every year in gold 
and its revenue was collected in silver lupees. As 
the gold price of silver steadily declined, Govern- 
ment had to find more rupees to meet the demand 
for home charges. Economy and additional taxation, 
Government believed, had reached their limits and 
they proposed to stop the free coinage of rupees in 
Indian mints and thus to raise its power of pur- 
chasing gold. The Hefchell Committee, appointed 
to inquire into this question, approved the sugges- 
tion and in 1 893 the mints were closed, not without 
strong opposition from the public. 

Stability of exchange was, however, the main 
object to be secured and on the advice of the 
Fowler Committee, the gold value of the rupee which 
had steadily gone up in the mean while, was fixed 
at 16d. in 1899. A gold standard was thus establish- 
ed arid was to be accompanied by a gold currency 
in active circulatibn. This aim was, however, soon 
lost sight of, and Government drifted towards a gold 
exchange standard u nder w high-the-yellow-metai- is 
to be made available only ._for„re mittance p urposes 
abroad Vv^hile the currency for internal use may 
consist of silver tokens or paper. The p'olicy 
recommended by the Fowler Committee and accept, 
ed by Government was likewise departed from in 

S4 
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several important particulars. The gold reserve 
, which was intended to be drawn upon in an exchange 
crisis in India was removed to London and invested 
there and the profits on rupee coinage wore diverted 
to railwa)’ construction. The Chamberlain Commis- 
sion WHS appointed to inquire into the soundness or 
otherwise of the criticism of the currency and finan- 
cial policy of Go\Grnment. 

lhat Commission placed the seal of its approval 
upon the policj’ which had been de^ eloped and only 
recommended cerlam changes u ith respect to the 
size of the gold reserve and the form in which it 
should bo kept. It v ns satisfied with the gold ex- 
change standard and regarded a gold currency in 
active circulation as superfluous. The Commission 
held that rupees and notes were quite enough and 
that the use of gold corns would be uastoful. Jt 
recommended that the invested portion of the Paper 
Currency Reserve should be increased from H crores 
to 20 crores of rupees in view of the steady expan- 
sion of paper circulation and of the economy u htcli 
might thus be cifectcd in the use of metallic money. 
The limit of this uncovered portion of paper currency 
has been steadily extended since currency notes were 
first issued in 1862, till under the stress of the war, 
Goiernment was empowered to invest Rs. 50 crores 
out of the reserve, the bulk of it being invested in 
British Treasury Bills. 

Like the Gold Standard Reserve, a part of the 
Paper Currency Reserve is located in London and is 
used for purchasing silver and v,as looked upon as 
a first line of defence m a financial crisis. The 
Chimberlain Commission, while disapproving of the 
suggestion that the Currency Reserve, having for its 
object the redemption of notes m rupees in India* 
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must be maintained in this country, did not endorse ' 
the view that it should be relied upon for main- 
tenance of exchange. Both the Reserves have grown 
with the currency, and the problem of dealing with 
them will have to be discussed and finally decided. 
In the meanwhile, currency notes are becoming more 
popular and the policy of univeisalising the notes of 
denominations upto Rs. 100, seems to have largely 
contributed to this result. Tne recommendations of 
the Chamberlain Commission were being considered 
by Government when the War broke out and put a 
stop to all discussion. Extraordinary measures had 
to be taken in the course of the struggle, and among 
these was the power taken by Government to in- 
crease the invested portion of the Currency Reserve 
and to invest the major portion of it in British 
Treasury Bills. Thus Indian gold granted consi- 
derable relief to the London money market and 
/Indian investments ran up to a hundred crore. 
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132, Mechanism o? Exchange.—If hit 
payment m gold or silver was to be made to foreian 
countries for coinmodilics imported from them and 
was to be received from them for articles exported 
to them, it would be a troublesome and wastciul 
proceeding. As the paper money of a coimtry will 
not be accepted for payment of debts in another > 
the precious metals will have to pass to and fro 
between nations to settle their indebtedness to one 
another. But the trouble is avoided and the expense 
is saved by the mechanism of bills of exchange which 
, enable international indebtednccss to be adjusted 
very easily. Importers who have i o make remit- 
tances abroad, purchase the orders issued by exporter.', 
of commodities to foreign countries to their cus- 
tomers and send them to their creditors who realise 
the money from people on whom the bills arc drawn 
and who are themselves saved the Ironblc of making 
remittances to their own creditors. If a balance of 
indebtedness remains after such adjustment has been 
made, gold or silver may be remitted to make up 
the amount. 

''International like domestic transactions are 
settled in terms of money ; the machinery for cfitect 


i 
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ing payments differs in magnitude, not in principle;^ 
A merchant A in France, let us say, has imported 
coffee from M in Brazil, while B in France has es- ‘ 
ported the same value of silks to N in Brazil. 
Instead of A sending money to M, and N sending 
It back to B, it is* far simpler for A and B to settle" 
■with each other in Paris and M and N in Rio de 
Janeiro. B accordingly -writes an order, known as 
a bill of exchange, to N directing him to pay M, or, 
m technical language, B draws on N ; .4 buys this 
bill from B and remits (i. e. sends) it to M, who 
presents it to N and gets it cashed. Thus no money 
is exported and only one bill is drawn. Inasmuch 
as it is not always easy for the M's and N's to find 
each other in Rio de Janeiro, and the A|s and B’s in 
Paris, the business of issuing and purchasing such 
bills has become the function of the banker and thie 
bill broker. " * 

The reciprocal liabilities of nations, as of indivi- 
duals, are not equal and the balance may be paid as 
much by the remittance of a bill of exchange as of' 
gold. Bills can be transferred by indorsement and 
are always available in all parts of the world for 
payment abroad, “Owing to the rapid growth of 
English commerce and the stability of our standard 
of value, London has become the financial centre of 
the world and there is no country which has not 
large and constant dealings with London. As a 
consequence it has become the custom to draw bills 
upon London, that is, draw bills which are payable 
in London, all over the world. These are accepted 
if they are good, every where, and they have become 
by degrees a species of international currency. And 
since the bills are 'so' plentiful and common it is 


* Scligman Principles o£ Economies. 
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always easy for an) man who is abroad and desires 
to make a lemiltancc to England to putehasc oiie of 
these bills from a person whose business it is to 
deal in them, and then to post the bill to this 
country. ” * 

" i'hc system by vrhich commercial nations dis- 
charge their indebtedness to one ni' other is called 
« Foreign exchanges," It deaU, m fact, with the 
means of transmitting and settling international 
debts. At the same time, however, it deals with the 
international value of money, and with the value of a 
, debt due in one country and payable in another. ” 
The rate of foreign exchange is the rate al_ which a 
definite amount of foreign money can be obtained 
and laid down m another countrj by the payment of 
the money of your own country. A merchant who 
wants to make a remittance to a foreign counlrj*, 
inquires how much ho will be aule to pay to his 
creditor abroad v, ith a definite amount of the cur- 
rency of his own country. If the rate of exchange 
between London and Kow York is declared to be 
4*866, It means that an English merchant will be able 
to remit that amount of dollars to America by pay- 
ing one sovereign in London. Similarly if the ex- 
change on Paris is 25*225, the same merchant will 
lay down that amount of francs in Paris by 
paying one sovereign to his banker in England. 

133* Kntc of Hxchangc.— -The rate of ex- 
‘ change between countries having tiic standard coin 
; made of the same metal, will be the relation between 
! the weights of the metal of a particular fineness 
contained in the coins. This i.s the, mint "par jof 
exchange, and the actual rate will be above or below 
It a as country has to receive more or less from 

• S. T. Eailon . Money, Ezcb&nge and Banking 
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foreign countries than it owes to them. The flue-’ 
tuations in the rate of exchange, are, however, limited ; 
to the *gold^ points,' -and of the two methods of 
remittinff money abroad viz. sending gold and send- 
ing a draft, that one will be chosen which is less 
expensive. If the charge of remitting gold is lower 
than that of posting a bill, the former alternative 
will, of course, be preferred to the latter. “When 
the number of people who want to send money from 
Sydney to London is greater than the number of 
those who want to send money from London to 
Sydnej', the latter will be in an advantageous posi- 
tion, and able to buy drafts on favourable terms, 
but the amount in Sydney that their sovereigns 
or cheques representing sovereigns in London will 
fetch cannot rise above the. exact equivalent plus 
the cost of remitting coin-from-one-centre-to the 
other When that point is reached the exchanges is 
at gold point. ” 

The relative value of the English sovereign and 
the French franc is 25f. 22c. to the sovereign which 
is the mint par of exchange. It the cost of remitting 
one sovereign to Paris is say 7c., it will buy only 
25f. 15c. in that city. A London merchant will 
prefer to buy a bill and send it rather than remit 
gold if he can obtain say 25f. 18c. in Paris by the 
former method. This will, however, depend upon 
the mutual indebtedness of England and France 
which will determine the rate of exchange lying 
between the gold points. “ It thus becames evident 
that the foreign exchanges are a mechanism by which 
international indebtedness is settled between one 
country and another and that rates of exchange are f 
the prices at which the currencies of the various ' 
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couatrics nrc c\prosscd relatively to one another. 
When the balance of claims beUveen two places does 
not roughly agree gold has to be shipped to settle 
the difference, unless it can bo met by v;hat is called 
arbitrage, which consists of dealings iu bills on other 
centres. For instance, London may not have 
enough claims on Paris to set off the claims of Paris 
on it but may be able to fill the gap \\ ith bills on 
Berlin, or some other centre, which Paris may happen 
to want." * 

Thcjrc can, of course, be no mint par of ex- 
change betisecn countries having currcnctc** of 
< different metals, but the general principles of foreign 
exchange given above apply also to the reciprocal 
relation between those currencies. The fluctuations 
m the rate of exchange will, in these casc>, be 
great, but at any gisen moment, there v,iU be a 
' definite rate at which the currency of one country 
, based on gold may he converted into that of another 
* having a silver or paper basis. The market price of 
silver, and the quantity of the paper money in cir« 
culation will determine this rate of cxclipnge, Tim 
exchange on India before 1898 and on China even 
at the present day, arc instances in point. 

There is one matter which it is necessary to make 
clear in this place and it relates to the way in which 
the exchange is expressed. We may state either how 
much of foreign currency a unit of our national 
currency will buy or how much of our o^\ n currency 
will be needed to purchase a unit of foreign cur-^ 
rency. These are two w'ays of expressing the same 
relation, but are likely to create confusion' in the 
minds of the uninitiated. Thus in London the ex- 
change on New York and Paris is stated to be s 
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and 25£j^ 20c. respectively, but that on Bombay is 
said to be fs.jHd. From this, the Indian end, we 
may say that one rupee will buy Is. 4 fd. in London, 
but on the same principle, the exchange on Bombay 
would be expressed by stating it as Rs. 14-15-0, 
which is the amount of the Indian currency that the 
sovereign will buy in this country. But it is the 
practise to express both the exchange on London and 
that on Bombay in English currency and it will be, 
say Is. 3||d. and Is. 4^d. f * ' 

'“I39r'“ Indian Exchange.— Having briedy 
stated the general principles of foreign exchange, 
we shall now proceed to describe the nature and 
course of exchange as it affects India. The question 
of foreign exchange has played a very important 
part in the development of the currency and finan- 
cial organization of India owing mainly to two 
causes. First, the standard of value, as described' 
in the last chapter, has for many years, been in 
India a silver standaid. With the steady fall in the 
value of silver, the exchange with countries having 
a gold standard went lower and lower till the fall 
was arrested by the closure of mints in 1893. Ex- 
porters of goods from India benefited by a fall in 
exchange as they received more silver in India for 
the same quantity of gold obtained in foreign 
countries as the price of those goods. But importers 
of commodities from abroad and others who had to 
make remittances to foreign countries, had to pay 
more rupees to get the same quantity of sovereigns 
in London. With the adoption of a gold standard 
the problem of exchange became easy and fluctua- 
tions in the rate were limited. 

The second factor in the situation has been 
the obligation on the Government of India to remit 
35 
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& large amount o£ money every year to the Secretary 
oC State for meeting tho Home Charges. Government 
was, therefore, deeply interested in bringing about a 
stability of exchange so that it might be sure as to 
the amount of rupees it must provide from year to 
year. Though we now have a gold standard in 
India, it exists for purposes of exchange only, and 
the responsibility rests upon Government to main- 
tain the value of the rupee at the freed rate of l^d. 
to the rupee. The Indian system is not automatic 
and the relation of the rupee with foreign curren- 
cies is not regulated by the course of the prices of 
silver and gold and the course oftradc. Tlic balance 
of trade does indeed determine in India, as else- 
where, the fluctuations of exchange between the gold 
points, but if the exchange rises or falls beyond 
these limits, it is mnnipuluted by Government by 
the cessation of the sale of Council bills in London 
or by the offer of drafts on London, as wo shall pre- 
sently show. 

The financial transactions of the Government 
of India in this country and in London, have thus 
exercised a powerful influence upon the develop- 
ment of the system of exchange in this country. 
The great Exchange Banks, no doubt, finance the 
export and import trade of the country, but tlic 
Secretary of State for India sells drafts on the Indian 
Government to place himself in funds in London 
and also for the convenience of importers of Indian 
goods into England. The latter want rupees for 
the payment of the price of Indian exports to be laid 
down in this country, and they can get the rupees > 
either by purchasing tho drafts sold by the Secre- 
tary of State for India or by shipping sovereigns to 
this countr)’’ and receiving rupees and currency 
notes in exchange for them. The less expensive of 
the two methods is, of course, preferred by 
merchants and bankers. Exchange on India will 
rise when there is a great demand for remittance to 

pay tor Indian exports in the busy season and will 

tall m the slack season when exports are reduced 
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and there are very small payments to be made to 
India. 

So long as the mints were open, people had 
the right to take silver bullion to them and to have 
it coined into rupees. This import of silver into 
India competed with the sale of the Secretary of 
State’s bills in London. But when the mints were 
closed and the relation between the rupee and the 
sovereign was fixed by law, Government got a 
monopoly of the supply of Indian currency, and 
foreign merchants could obtain that currency here 
either through the purchase of Council drafts or the 
shipment of sovereigns. It is only when the exports 
from India fall off owing to scarcity that the method 
of Council bills fails and the Government of India 
has to sell reverse bills, and the Secretary o£^ State 
meets his requirements by borrowing or otherwise. 

135. Development of the System.^Tho 
question of devising a convenient method of remit- 
ting funds to England has been often discussed since 
the beginning of the last century. “The manner in 
which such remittances could be defrayed with the 

g reatest advantage engaged the attention of the 
ourtof Directors as long ago as 1813,_ when they 
explained to" the Government of “India that this 
might be efiEected eithenby advances to the ,public^ 
service which would be, repaid by. .the British Gov-' 
ernment in England, or by _ remittances through 
private merchants who would pay money in England 
in return for bills .on . the -Indian - Government, or 
would receive advances in India from the Govern- 
ment, to be employed in the purchase of goods con- 
signed to the United kingdom ] if these methods ' 
failed to give suj05cient remittances, bullion might 
occasionally be consigned to the Court of Direc- 
tors.” * All these different methods have been fol- 
lowed simultaneously or separately as was found 
necessary and convenient, and the Government of 
India have also remitted funds to England by buj”- 
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ing bills in Calcutta. Tho method of selling bills o£ 
eschance on tho Indian Government was tound to 
bo the bc«;t and since iS62, rclianco has iKcn mainly 
placed upon it for drav.'ing funds to London. 

« Sales of the Secretary of States Bills vrere at 
first made (1862) monthly, and at a fixed rate of 
exchange. By a senes of changes, fortnightly utid 
then w-eokly* sales nictc substituted for raomhly 
ones ; allotments to the highest bidder took the 
place of sales at a fixed price , tenders were invited 
(1876),foT telegraphic irensCcrs as well as for^ biU< 
onThdia ; reductions vrere made in the minimum 
fraction of a penny per rupee in the price at which 
tenders would be received ; and appUcatlons were 
invited and received for bilL and telegraphic trans- 
fers on dates intermediate between the regular fort * 
nightly or weekly sales. Bills and tiimsfcrs so sold 
arc described as " lutcrracdiates ” or “ specials.” t 

“The method of transferring funds from the 
treasury of the Gorcnimcnt of India to that of the 
Secretary of State on a large scale by tho sale of 
Council drafts is rendered possible by the fact tait 
India has ordinarily a very large trade balance in 
her favour. Except iu years of very deficient crops 
and unfavourable trade, this balance is so largo as to 
be only partly met by the remittances which banks 
and commercial houses arc enabled to make to India 
by purchasing the Secretary of State's drafts? a con- 
siderable portion of tho world's debt to India re- 
mains to bo discharged by other means. Before tho 
closingof the Indian mints to the free coinage of 
silver in 1893, this supplemental remittance was 
effected by shipments of silver to India to be coined 
into rupees; since the closing of tho mints it has 
taken the form of shipments of sovereigns w’hich 
are received at the Indian mints and treasuries 
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in exchanges for rupees at the rate of IS rupees 
to 1 

136. India’s Salaoce of Trade.-The balance 
of trade is said to be favourable to a country when 
its exports to foreign countries exceed its imports 
from them. But this is a misleading phrase and the 
so called favourable balance may mean the drain of 
a nations’s wealth, while an excess of imports over' 
exports may be indicative of growing p^ospcr^t 5 ^’ 
Great Britain imports more than she exports but 
this excess docs not represent her indebtedness to 
foreign countries, but rather the payments made 
to her by them for services rendered. The exports- 
of India, which are not paid for b}* imports, represent 
the payment this country has to make to the Secre- 
tary of State for home charges, the profits of British 
firms and remittances of Europeans resident here. 
The true balance of indebtedness is found on a 
careful synthesis of various visible and invisible 
items of export and import, and customs statistics 
leave a big gap which a close scrutiny must fill up. 
The two sides of the account will stand thus : — 

(/■) Exports of merchandise to ^ 
pay for imports 

(g) Secretary of State’s bills ** 
and transfers paid la India. 

(i) Remittances to England for 
interest on capital intested 
in India 

(i) Payments for commission, 
premiums of insurance &c 
Oi) Kcmittoaces for invcst- 
(0 Imports of capital by firms ment abroad or for support 

or individuals for invest- of families &e. 

ment Remittances of profits earn- 

ed by firms &c 

There are several other items of ^invisible’ im- 
ports and exports which must be taken into account 
in striking a balance. The following table will 
show the chief ‘ visible ’ items m the balance sheet;— 


Imports of merchandise. 

(i) ,• ,1 gold and silver. 

(c) „ „ securities. 

(d} Remittances to private indi- 
viduals such as travellers, 
&c. 
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The same balance of trade Is cxhlbUed in a clearei 
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59.<i 

i9ii-ia 

3, •’/.St 

1 I 

; 4V7 

1913-13 

2,46,r« 

1 

j tfiltCO 
( 

( 

[ B5.00 1 

! ! 

3>,83 

1913~14 

3.e8,88 

\ 

I 1.83,25 
t 

i 

! C5.6S 

1 

1 

t 

45,63 

Average for 5 jeari 

8,34,11 

i,ts,st 

1 

j 7S.Z7 

4l,SS 

i9t4-i5 

l,Sl,6o 

1,37,93 

» 

4S.67 ^ 

— 3,fl7 

I9i5-i6 

. 1,97,32 

(«) 

I.3i.*4 

t 

1 

t 633S 
• (tf) 

1 

33,71 

m 

(<») These fignrei include exports o! rrheat 
with a \alue of 6,9o laUit. 

on Goveratne&t accoun' 

iS) Coaticil bdls and transfert 
Reverse Councils . . 

* • •** 

•*9 «»• 

l!»l4-tS. 

. *0,79 
l3,o5 

*9lS-i6. 
31, o5 

7,34 
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vray in the fonovving table* 

(In lakht of ruptet.) 


rnnds and Trestnrc, 




Balance, 

Net 

i 

Gotd 

(NeO 

1 

1 Gold 
i bullion 
(Net). 

Silver 
hulHon 
and coin 
(Net). 

1 

Govern- 
went secu- 
nlre* 
(Net). 

> i 
Total i 
4 toS i 

export tran> 
sactionH- 
Net impeit 
trausac- 
lions— 

! 

(0 1 
t 

■ 1 

(6) 

0 ) 

1 1 

(S) 

1 

(9) 

(xo) 

»S,Sc 1 

1 

1 

7,S6 

1 : 

1 -i 

i 

\ 

i ~7S 

72,00 

— I,l8 

\ 

12 2-? j 

! 

! 

11,74 1 

i I 

1 j 

j sf.t 

f 

i 2,45 

74,43 

+6,05 

< 

3?, 34 

I 1 

10,43 1 

[ 

l,o6 

i 

' \ 

1 

84,28 

44,99 

i 

Jti.45 

ti,j5 

i 

6.S7 

.1 

i 

83,51 

+1,58 

U.34 

11, S*- 

1 

6,3 f j 
1 

] 

1,12 1 

i 

77,28 

—11,56 

IS, 33 

10,63 

1 

?,e2 1 

i 

S7 

78,30 

—3 

1,65 

1 

f.,8o 

1 

10,01 ! 

35 

i 

16,54 

+ 27,13 

—3,68 

T,S4 

5,58 

So 

1 

29,05 

-1-3683 


• Sec Report upon tbc operations o£ the Currency Department 
X9t5-i6 and Rcvtew ot the Tr^de ot Indis, I9i5-i6. 
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137, eotincil Bills.— The nbovc two tables 
will give a sufficiently clear idea of the way in 
which the national debts and credits arc balanced. 
During the five years preceding the outbreak of the 
War, the excess of exports over imports of private 
merchandise was, onnn average, Rs. 7Z'27 lakhs* 
This amount was due to India in payment for her 
exports, and it was paid partly by exports of gold 
and silver to this country and the balance was divert- 
ed by the Secretary of State for India by means of 
the sale of Council bills. The proceeds of these 
sales were used to meet the home charges, to buy 
silver for the coinage of rupees in India, for the re* 
payment of debt and for capital expenditure. “The 
annual exports from India arc generally in excess 
of her imports, and an adjustment oCthctaluc of the' 
net exports is effected partly bv remittances through 
Government, partly by actual shipment of coin and 
bullion and partly in other ways. The remittances' 
through Govcrnraenl arc effected by means of the 
Council bills and telegraphic transfers sold by the 
Secretary of State, w Inch arc promises by Govern- 
ment to pay on demand, at the treasuries in Calcutta, 
Madras and Bombay, the amounts specified in the 
bills. The bills thus serve the double purpose of 
placing the Secretary of State in funds to meet his 
outgoings in London, and of enabling trade to 
, make a remittance of funds in the opposite direction 
from London to India.”’ 

It must be borne in mind that the balance of 
trade is never settled within any period of twelve 
months like that of the official 3 ’ear, w hich is made the 
basis of our calculations, but if longer periods are 


* Report of the Cuneacj Department tor i 9 i 3 -i 4 
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taken, the adjustment is seen to have taken place. 
In the case of India, besides the 30 crores that are 
annually remitted to England on account of home 
charges, a large amount, variously calculated, goes ' 
ouToT the country in payment of probts of com- 
panies and earnings of individuals. Taking the 
British capital invested in this country! in a variety 
of industrial and commercial enterprises at Rs. 750 
crores, we may safely assume that the interest and 
profit on this amount cannot annually be less than 
Rs. 40 crores. If the excess of exports over imports 
is not equivalent to these 40 crores ;i/KSthe 30 crores 
of the home charges as one would expect, it must be 
assumed that a part of the above interest and profit 
is spent in the country and remains to be invested 
in the expansion of the trade and industry of India. 

The Secretary of State for India can convenient- 
; ly draw funds from this country by selling his drafts, 

; and exchange banks buy those drafts to procure 
1 money in India from the public treasuries to finance 
I exports. With funds thus obtained, these banks 
Ipurchase bills of exchange drawn on foreign impor- 
|ters of Indian produce and recover their money in 
^England, which is once more used to buy Council 
^drafts. The rate for the telegraphic transfers is, of 
course, a little higher than that for bills and the 
advantage of the T. T. is that money is immediately 
available to buyers in India. The rate of exchange 
depends upon the demand for Council drafts which 
is regulated by the course of Indian exports. If 
these last are heavy, the exchange rises, though it 
must be below the gold point. But when, owing to 
famine or other causes, Indian exports fall off, there 


! See H. F. Howard. India and the Gold Standard, page 95. 
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is no dem&tid Cor CouacilSjjina Ithcrc is ft dcinatid 
£or remittance in the opposite dirccUoiu Importers 
of foreign goods into Indin, enu not obtain bills^ on 
London and as the Indian currency consists mainly 
of silver, Government is called upon to supply gold 
for remitlancc purposes as they lm\o to discharge 
the obligationfor supporting exchange. Government, 
therefore, sells drafts on London or "reverse Councils', 
as they are called, and the Secretary of Slate meets 
. them from the funds that arc at his disposal. 

' Experience gained in 1908-09 and in the years 
oi the War showed how an adverse balance of trade 
could bo mot by the release of gold in India and 
more particularly by the sale of sterling drafts. In the 
course of the year 1916-17, the balances of the Gov- 
ernment of India were so depleted by the expendi- 
ture they incurred in this country on behalf of His 
Majesty's Government that the Secretary of State 
had to restrict his sale of Council bills. Funds could 
not then be brought out to India and gohl from the 
currency reserve had to be released to meet the 
demand for currency which 'was not satisfied willi 
the extraordinarily large is'^ucs of nipccs and notes 
which had been made. The history of the exchange 
transactions of 1908-09 and of the years of War is 
very instructive. 

Towards the close of 1907 owing to a financial 
crisis in America and a failure of rains in this 
country, the money market became tight and the 
Secretary {of State could find no buyers for his 
Council drafts except at abnormally low rates of 
interest. On the 6th November, tenders dropped 
to 1 s. 3 5 d. and the exchange sleudil)* went down 
to 1 s. 3 d,^ These quotations were below the 

point at r\hicU it becomes profiluble to export 
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sovereigns £rom India. Government hesitated 
as to the course o£ action to be taken and at first 
released small quantities of gold in exchange for 
rupees, but as the stock of gold was small, they had 
to sell sterling drafts to the extent of 8 millions 
till the crisis was over and exchange again became 
nomml. A similar procedure had to be followed in 
lyl*l~l 5 and in 1915-16 when also reverse councils 
were sold in India each week. The following figures 
will be found instructive : — 


5alcs of bills nnd transfers. 


I 

Sales by the Secretary of State 


1906- o7 M. £ 

1907- s8 .. £ 
iSot-cy ... £ 

1909- lo ... £ 

1910- 11 ... £ 
iyii-12 ... £ 

... £ 
i9i3-t<{ ... £ 

x9li-l6 £ 


i9o8-oS ... £ 
iSo9-XO ... £ 

1914—13 «»t £ 

... £ 


33,4xS|7l6 al an average rate of 1 1 4 oS4 d. the rupee. 

i5|3o?f062 II II 

l4|l44|545 II II 

*7.443j6d9 II 11 

26|2I5|8SS II II 

a7,oSS,SSo ,1 „ 

2S|743,7io ,1 ,1 

3{,200,S27 II II 

7|794|003 II II 

— 0|j7r|4Go II 11 

11 

Safes by Government of India. 

8.058.000 Bills at i s. 3^^ d.tbe rupee. 

xS6|Oso It .1 II .1 

r Bills at 1 s 3 §^* 1 > 

81707.000 I, and Transfers -I Transfers at is 3 

(. and IS 3-fflr^’ 

4., 893, coo deferred Transfers at i s 


1 s 4 039 d. 

11 

I s. 3 93 o 5 d. 

11 

Is 4 o 4 x d. 

1) 

I s 4 c 6 i d 

It 

I s 4 883 d 

1» 

I < 4 o 5 S d 

}t 

I s 4 o 7 o d 

.Jl 

1 5 4 oo 4 d 

II 

r s. 4 o 8 S d 

If 


The way m which remittances were made to the 
Secretarj' of State in 19J6-17, throws an interesting 
light upon the system of exchange and financial 
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opcrnlions of the Govermnent of imlia. Thai Gov* 
eminent had to spend large suras in this coimlry on 
behalf of Ills Majesty’s Government v.ho repaid 
those amounts to the i'ccrtlrty of Slate, 'i his vras 
tantamount to the driuving of funth by the hitler by 
means of Council drafts. Dul the difficulty ttas that 
the demands of trade threatened to reinnin unsatis- 
fied and gold could not be bhippc«l to liioiii as itiighl 
ordinarily have been done. Council dr.if is beyond 
the budget calculations had, therefore, to be so’d and 
met in this country from increased supplies of 
rupees. It was estimated .it tnc beginmufj of the 
3 car that out of the i! 2,^ million rcninrcd by the 
Secretary of State, £ li>*6 niiHion viould be paid ni 
London bj* His Majesty's Go\ eminent and Council 
bills would bo drawn upon the Indian Go\crrimcul 
to the extent of X 3*9 million. The recoverable 
war expenditure, however, rose to X. SSJ million nnd 
an acute trade demand was met in London by the sale 
of Council bills to the cxlcui of .C 33 miUtou ! The 
total amount thus transferred to London w cut up to 
£> 7H million. The two-fold strain of increabing 
war outlay m India, coinciding with a strong tnidc 
demand for remittance to India, was met in three 
ways : (1) Large Imperial and Provincial surpluses 
enabled Government to supply £ 33 million from 
treasury balances, (2) The equivalent of £ i-9^ 
million of new rupee currency was made possible by 
the purchase of silver in Englandj and (3) £19 
million were, withdraw n from the Currency Reserve 
and were invested in England. 

'Of the £ 71 million thus received by him, the 
Secretary of Stale was to use £ 21*7 million for his 
ordinary expenditure, £ 16*2 million were spent on 
the purchase of sih'er and £ 1 9 million were invest* 
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cd in the Paper Currency Reserve. & 4*3 million, 
mainly the profit on rupee coinage, was invested on 
behal£ of the Gold Standard Reserve and the 
balance left, was devoted to the discharge of debt. 
These operations may be exhibited in tabular form 
thus : — 


Goverrmtut of Indta 

Million £ 

Treasury Balances .. 33 
Rupee Coinage l9J 

Paper Currrency Reserve... i9 

Total ... 7iJ 


Sea etary of State for Ittita 
Million £. 

Ordinary Hume Charges . . 21 7 
Purchase of Silver ... 16 a 

Investment in Paper Cur* 

rency Reserve ... i9 

Investment m Gold Stan* . 

dard Reserve ea* 4 S 

Repa) ment o£ Debt .. 10 3 


Total ... 7i*5 

I3S. Slegttlation of ©otincil Drawings 
Usually the Secretary of State sells a larger amount 
of council drafts than are necessary to^ yield him 
the funds that are necessary to meet the home 
charges. He draws up to the utmost limit of the 
;cash balances in this country and also from the 
(Paper Currency and Gold Standard Reserves. It is 
'contended that requirements of trade have got to be 
met and the demand for Council drafts must be 
satisfied to the full limit. If this is not done and 
the sale of Council bills was restricted to the amount 
of home charges, soveriegns would have to be im- 
ported into India only to be shipped back for the 
purchase of silver. The Secretary of State, therefore, 
sold freely and accumulated large amounts of Indian 
gold in London.^ These funds vere paitly invested 
in securities.or lent lor short peiiods to banks and 
were partly jised for repa3mient''of debt. 

This policy of drawiiig away Indian gold be- 
yond the requirements of the home charges, was 
strongly criticised in the press here and in England 
and "an Indian correspondent” wrote in the London 


IKOTAK EOOKO’-frCI 

JVw« iti Novcmbeti 1912 as follows:— "It ifjeans 
that many millions sterling of Indian money have 
been improperly withdrawn from India. They 
represent sums extracted from the taxpayer in excess 
of the TCQuircments of the State ; capital withdrawn ' 
from India for use in London and there used, not 
in pursuit of Indian interests but for the con- 
venience of joint stock banks trading on inadeqttato 
gold reserves... .There is therefore no justification 
for the sale of a single bill by the Secretary of 
Stotc beyond the actual amount which he needs to 
discharge his obligations in London. Dut these cx- 
ccssi%c sales of bills arc a convenience to the 
exchange banks which ha\e to remit funds to 
India, and it is often cheaper for them to buy bills 
than move bullion. They also afford a means oC 
obstructing the natural flow of gold to India, and in 
this way allay the terrors of those joint slock banks 
who realise the inadequacy of the London gold 
reserves and arc not averse to protecting them at 
the expense of the India tax-payer.” 

The India Office met these charges by pleading 
certain exceptional circumstances as the cause of 
the accumulation of large balances in London and 
by defending its system of the sale of bills on the 
ground of convenience and economy* The Chamber- 
lain Commission held that though « the India Office 
perhaps sold Council Drafts unnecessarily at very 
low rates on occasions when the London balance 
was in no need of replenishment, ” jt could not re- 
commend any restriction upon “the absolute dis» 
crelion of the Secretary of State as to the amounts 
of drafts sold or the rate at which they are sold, 
provided that it is within the gold points.” The 
Commission, however, distinctly stated that general 
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public inlcicsts ought not to bo suboidinate'd to the 
demands of trade. 

It 1 $ nccessar)’" to point out here that India’s 

monies, its revenues, rcserves.andticasur 5 ' balances, 

%\hid» are located partly in this coimtiy and partly 

m Loudon, constitute one national fund, and two 

< * ^ 

j distinct accounts vt£. the revenue account and the 
capital account arc kept, the first dealing with the 
current income and expenditure of Government and 
the second with capital transactions The opening 
balance %\luch the Secretary of Stale and the 
Government of India must ha\e at the beginning of 
the 3 'ear is estimated at 6 crores of rupees in London 
and 16 crores in India All monies, from whatever 
souicc they come, go into these balances, and paj’- 
ments arc made out of them An csimiale is formed 
early in the year as to the position of the balances, 
the amount that must be boi rowed hero and in 
London for financing the public w orks programme 
and the repayment of temporary and permanent 
debt and the funds that the Secretary ol State may 
draw' from India by the sale of Council drafts This 
estimate is rarely adhered to and the ways and 
means ptogramme is modified in the course of the 
year, larger sums being drawn from India than 
those estimated. Thus during the five years 1901*02 
to 1905-06, abouk-SO croics of rupees weic drawn 
in excess of the budget piovisiou, and ,63 crores was 
the excess during the four jmars 1909-10 to 1912-13. 
(There was a deficit of about 10 ciores in 1907-08 
and 1908*09 owing to failure of the monsoon and a 
monetary crisis in America.) 

139. I?ate ol ©ouncil DraKs. — The actual 
distribution of Council diawnigs ovei the tw^clvc 
months of the year, is regulated as follo^Ys: — *'Tho 

37 
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Indian yenr, ns is well kno^vn; divided luonp.V 
into two season*!: tbe bu^iy cenron, e\tcndir g ton fd\y 
from tbe 1st Oclooer *n tao end of Mfiteb, J.nd fir 
dull stpsen, c\tcnuiV'’^ t-on* fbons IH 
Ap'^i’ to nbo-i’st ’in end of ?epln.''3bcT, In^n tbe ‘ 
finn’-cml yenr begin'". vjU' too dull sea'C.ur duiing 
•which lU demand for tV Ssrrrnry of htU^ 

as a means of retnitt mcc, of b> iSt. (ujn 
London to Indh is lo's strong tirmdtiin';' t’ o f u- 
tnmn 'ind V, inter Conned orA^is cjin, of -r^.Tre, 


bo sold on advanlr'^cons temn dunnr too bv:> 
season, but monsoon con.iiirmr. ni d the can'"'"' of 
e^poTt Uadc, can rot *'e tiiil'n.! pried, and the !?tcrc* 
tary ol Stale gcIIc sd., drafts m b'lb the ‘■ca«'cn,«, a" 
he wants funds to nicet vanous obhgatiors 
the first as well as the s'^cond half of the nnr.nc’ol 
year. The proceeds of the Council nihn ’"oVJ arc 
devoted to ( 1 ) Ciurcn? outgoings. ( 2 ) transfr? to 
Currency and Gold 5tpnd«'rd Rr'crvc'i, if bills have 
been met iu India out of these reserves, C S ) repay- 
ment of debt, tempoTcry and permanent, and ( -^ ) 
avoidance of debt. 


We are not concerned here with Govetnment 
balances and borrowing operations. It will be suifi* 
cient to remark that for the capital progrsnnnc’ ol 
each year, loans are floated in London and in IndiOj 
and the larger the amount the Secretary of Slate 
can drawy the smaller will be his borrowings in the 
London market, Hotv' the draw ings by means of 
Council drafts arc distributed over the yonr in a 
normal year and may bo disturbed in an nbiiDrainl 
year when » reverse councils’ have to be sold in Iti' 
dia, will be clear from the following tables :— 


* Qbambjrimn Commh;icm’» Report, Apptadix VII. 


Bate of Ootjkoil Dbafts. 


291 





( In lakhs of 

rupees) 




1912-13 

1913-14 

April. ... 


• •• 

2,72 

3,92 

May. 

• •• 

• •• 

2,83 

83 

June. ... 

• •• 

• v« 

2,09 

1,50 

July. ... 

• t* 

• •• 

2,82 

1,31 

August.... 

«•« 

• •• 

2,01 

1,70 

September. 


• •• 

2,22 

4,03 

October... 

• •• 

« »« 

3>53 

6,12 

November. 

«•» 

• •• 

3.20 

' 4,11 

December. 

• •t 

«** 

4,81 

5,90 

January. 

• •• 


5,37 

6,80 

February, 


• • • 

4,41 

4.91 

March. 



2,49 

3,41 

/ 



38,50 

46,60 

// 


j 9 is - i 6 



Month 

StoThng tran^ferb 
on lioxidon ( xn 
tboesands of 
pounds ) 

Oouncil bills and 
tolographxe trans- 
fers (in lakhs of 
rupees), 

a 

April, 


1,63 

.Irlfiy. ... ... 


1,03 

»Th7?0, •t* •• 

6M 

17 


8,S77 

8 

Ang^t 

815 

28 

Soptemhor 

50 

2,17 

Ocrober. 


2,2o 

Kovo^lbo? . 

• • 

2 02 

DecewbeT, .► 


3,28 

J ‘Unary. 


6?G 

February. ... 

* 

6 02 


» tv 

6,33 


I 
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The financial year 19IS«lf» opcncfl with & wcah 
cxchftnrfc and wiall qaanUticn of biih wefe sold m 
the fir^:! two months. In the next three months 
the sale practically ceased fttul stcrltns( transfers hud 
to be sold on London. In April, tcntlcf had been 
accepted by the i?e creturj' of State at Is. 5|Cd. for 
bills and the rate in Mn)" fluclnnted between Is. S^'d. 
anel 1*5. /JsVe^- The cxdnn^e stendih ro<-e to Is. 
3 l’d. towards the close of Aupnsl Mul to is. tn 
December. Slcrlm" drafts wcic sold bv the rjovern- 
ment of Indi.i at Is .^^sd ncr nipec In the year 
3 91 6-1 7 the exchange ruled high. As wt have al- 
ready explained, the Go\crnnicnt of India hat! to 
spend a very Inigo amount foi Ht5Ma3est5*'s Govern, 
incnt w’ho repaid the unionnt in London to the 
Secretary of S*atc It was difRcult, with the iieplctcd 
treasury balances in India, to meet Council diafts for 
which demand was exceptionally heavy As a result, 
exchange v.'cnt up, those desiring to make remit- 
tances to this country having to par more pence 
than usual while a rupee paid down in Indiii could 
buy a larger amount of pence in London 

1^0. Summary. — Imports of .a country are 
paid by the exports and vice versa and the balance 
must be settled by n remittance of gold or silver. 
The mo\empnL of the precious metals for the liquida- 
tion of the mutu.al debts of countries, is la'oided by 
the use of bills of exchange which are orders issued 
by credilois to debtors foi payment to parties 
mentioned. Like an ordinary commoditv, these bills 
can be sold and pin chased in the market and those 
who have to make remittances abroad may buy the 
orders and send them to their creditors to be realised 
from the peisons on w'hom the bills are drawn 
Bills on London are every where available and in 
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demand, and the}*- are a favourite means of making 
payments abroad. 

The rate of exchange shows the reciprocal rela- 
tion of the currencies of different countries and may 
be expressed in two ways. We may state either the 
amount of foreign money winch a unit of our cur- 
rency will buy or the amount of our own money 
which will be icquired to obtain a unit of foreign 
currency. London rates of exchange on foreign 
countries are generally expressed in foreign cur- 
rencies and foreign exchange rates upon London 
also are similarly expressed, with a few exceptions. 
The Indian exchange on London and the London 
exchange on India are expressed m pence as the 
New York exchange is expressed m dollars from 
both sides. We take the following rates for 20th 
December, 1916 : — 

London Course of Exchange. 

London on — 


New York 

Paris 

Petrograd 

Spain 

Italy 

Norway 

Lisbon 


4-763 

27 fr. 80^ c. 
158 r. 

49 d. 

32 Ir. 821r c. 
17 kr. 06. 
3U d. 


Foreign Exchange Rates upon London. 
20 th Decembei, i9i6. 


On Lonaon— Eate current Par as usually Prem + 

quoted or dis — 

Amsterdam, sight 97-1^ pi 97.^ piastres per £1 — 0 2 
Italy, sight 32 Ir 77^ o. 25 22^ lira pGr£l +29 9 

Lisbon, sight 31 J d 53|-d permilreis +41-6 

New York, sight 4 7o-V S4 8666 per £1 — 2 3 

Pans, cheques 27 f .'SOf c 25 -221 francs per£ 1 +10 2 

Petrograd, sight 166’ r. 94 67 roubles 

® ® " per £10 +65>9 

Pomhay, Transfers 1 s. 4 A d. Sterling to rupee 

J B. 4 a. — 1*1 
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A typicol Indian course oC exchange ■^vUi be as 
CoUov.s i— ■ 

Bank Tclcgranhlc "i'ransters 1 s, 4*v d. 

Bank Demand Dr.;fis J s. '^5? d, 

3 Month's sight Credits 1 s. to d. 

Bank Denmud on France ISSfr. 

(Cor Rs, lOO). 

? ?!ionth5’ sights Francs 19*K m 

30 Days' sight Hongkong J 65^ R**. 

SO „ „ Shanghai 2'IOi.jRs. 

60 „ „ Japan iSO to 151r Rs* 

(for 100 3-cn) 

Bank D. D, on New York, Rb. SJO^ (for ? 100). 

The rate of c's:changc fluctudtes between the 
gold points, VIZ. the points at which it ib more pro- 
fitable to import or export gold rather then «‘'e bills 
of exchange for reraiUnneo purposes. Fluctuations 
thus limited, are regulated by demand end supply. 
If there is a largo quaniitj of bills avatlable. those 
who u'ant to buy them Cor making remittances 
abroad will get them for a lower price and if the 
demand exceeds the supply a higher price must be 
paid. Exchange Banks carry on this business q£ 
bujing and selling bills in India but the exchange 
problem has a peculiar importance in this country 
on account of the practise of sclHng bills on India 
follovrcd by the Governmeat during^ the last hundred 
years. ' 

India has normally a favourable balance of 
trade, that is, there is an excess of Indian exports 
over imports. The excess represents the homo 
charges and the remittances of earnings, profits, and 
commissions of firms and individuals. On both 
sides of the national account thero are several in- 
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visible items which are not recorded in customs 
statistics. The escess of the value of exports over 
that of the imports, is paid to this country either by 
means of council drafts or the remittance of the 
precious metals. If the excess is not as large as one 
would expect it to be in view of the remittances of 
various kinds vhich have annually to be made 
abroad, k shows that a part of the amount is retained 
in this country as capital for investment iu in- 
dustries and trade. The excess of Indian exports 
makes foreign countries our debtors, and thus a 
keen demand arises for remittances to this countrv. 
This fact enables the Government of India con- 
veniently to make payment to the Secretary of 
State for the disbursements he makes in London on 
its behalf. We have a gold exchange standard and 
the Government has to take steps to maintain the 
exchange at the fixed rate of 1 6 d. the rupee. This 
feature of our currency system, joined to the gold 
obligations of Government, imparts a peculiar 
interest' tO the problem of Indian exchange. 

The Secretary of State has to draw funds to 
London for his expenditure there on behalf of the 
Government of India and the bills and telegraphic 
transfers he sells, are purchased by those who want 
to make remittances to this country for goods im«’ 
ported or by banks which want rupees and notes for - 
their financial operations. So long as the mints in 
India were open to the coinage of silver presented 
by the public, the balance of trade in favour of India 
was liquidated by the import of silver, and exchange 
was determined by the gold value of the white metal. 
Till the year 1893 exchange steadily declined, com- 
pelling the Indian Government to raise more rupees 
by means of taxation for the payment of home 
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charges lu gold in Loisdon. Shicc the exchange 
v>ns {j'vcd at U» d per nipcc, only in year'; of finan* 
cial stress caused^) scarcity or otherwise^ has Cio ver n* 
mcnl been compelled to cease selling draft'' on India 
and to ctfer ‘^krling drafts on London. It is proHl* 
able to banks to import funds into Intlir. ov purchns- 
mg bills in London rather linn hr shipping 
sovereigns and then getting rupee”, ior tliem from 
the Government, and thcrefoiothc S&crclnry of State 
has bcensellifig Ins drafts to n much l.rrgci amount 
than is needed for his current etpen^ses. 

The Governmout of Indi.t p,i\ for these ndls, 
when prc'^cnted, from ilnur balaiuc'. and thus their 
remittance for home ch.ugcs IS efu clod By means 
of the Councils, the Gold Standard Rc‘cr»c and a 
laigc portion of the Currener Reserve, base Imctl 
drawn to London and there invc sicil m Brmch secu- 
rities A part of the drawings is us(d for purchasing 
silver for the mints in India. Thcic is a hensy de- 
mand Cor drafts on India during tiic second halt of the 
financial year, which is the busy season w hen crops 
arc moved to the ports, ami the r.ito of exchange is , 
then higher than in the first half of the sea*-. 
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IndigsKOiSS Banking.-Even before the 
advent of modern joint stock banking m this coun- 
try, theic were numerous banking firms and bank- 
ers who carried on business on an extensive scale. 
Money lending was and is done by numerous persons 
of every caste and class and in towns and villages, 
all over the country. As distinguished fiom these 
money lenders, the bankers took money on deposit, 
made loans and issued drafts or ‘hundies,' and they 
have always occupied a high status in society. In 
old times governments bon owed largely from the 
bankers who financed military campaigns. The 
Peshwas, £oi instance, were heavily indebted to 
them and several banking Iiouses enjoyed gieat 
social reputation for the extent of their transactions 
and the honesty of their dealing}*. 

English banking, which has now assumed a vast 
magnitude, also began in this bumble way. When the 
prejudice against usury disappeared, the people first 
to take advantage of the favourable situation, were 
the goldsmiths. A.s they .bad '’uluable property 
of their own to gu’»'cl, people were niclined to think 
that what would bo trusted to them was safe. 

38 
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Accordingly tho pi net ice of depos-iting money or 
bullion with ihf {;;oldsmilhs In cmui u common one, 
the more so .iftisr i6t^hv“huu ChutK" tneh in gicul 
slimls for mouoy, hud iciyed the bullion of priyntc 


incrcliunts left for sale kecpu.p in the 


fox*. Cl 


When the goldsniHhs thus obtained deposite, they 
naturally were iciuly to lend at intetesu Cromwei! 


borrowed from them on the sccunly of the t ixcs 


and paid them back w hen the luscs cmiic in j Ch rleS 
11 continued the plan, pax ing the goldsmiths S per 


cent, for xvhat they iidxanccd."* 


The small bankers took <k posits and allowed 
mterest upon them, gave loans on the sccuritv of 
jcvxdry pledged v\ith lUciu ard purclu’sed and 
sold oTnuiuenls. Uii« businf.,n bcini; done to-day 
csiicnsixUy ni xil’u*;es and email towiH all 
India, xxl.crc modern nankii p k unknown. The 
banking lioujcs of a higher status liuvc dealings on 
a much larger scale. 1 hey finance mltrml trade 
and remit luouics from one place to another for their 
customer-, and discount tho bundles of snuiU pro- 
ducers and dealers. In Spite of the lapid pi ogress 
joint stock banking has made during tho lust genorn- 
tion, these indigenous banking hou-fcs plax’ ,.n ex- 
tremely impoit mt part HI the intcniul finance of 
the countty. i hey acconnnod'itc Miiall tnukrs nnd 
producers vxdioni iluj big b -uks cannot reach. Their 
‘huudi draft is easily av'.uhiblc and through it remit- 
tance can be most convxnientlv elft rted in the ab- 
sence ot other banking facilities. 

Mr. Fzndly.Sliirras thus dosenbesf tho indigenous 
banl ers*—— * tlio lirituth oiu, tnuh -tfsi-’ cnllril** 


' Townsend W .r»er Lnnd-niar) s jn I'nglab IrttlHclnnl nniot) 
t Rerwt of a lectorc delivered m Cakutta m i9H. 
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financecl by banian^ wbo combined money lending and’ finance 
with trade. Thiongbout tbe length and breadth of India 
these bantas undertook the financing of agricnltural opera- 
tions They v'ere chiefly Mar wari a from Marwar, Ohetties 
from Southern India, and Bhaitios and Paisces in 'Bombay 
and Gujarat. To-day the money lender or money changer 
was still in a flourishing condition. The larger Indian 
bankers and shrofli still continued to do a largo part of the 
internal banking busiucs Thoj were tbo depositories of 
much of the money wealth of the villages or disinols in 
which they resided and they wore also engaged in esebango 
operations as well as trading on their own account They 
used hmdis or bills which wore drawn up in 2rah(ijani or a 
v/ritto«i character peculiar to bankorfr, and these wore 
usually illegible to any one outside thoir class A dis- 
honouicd hundi was an event of raio occunenco with them, 
//tiiidts, despite the increase in joint stock banking, wore 
not decreasing but increasing, and the circulation of httiidts 
wasiiho most perfect portion of the purely Indian system. 
The hama class was one to which India was greatly indcbt. 
od for financing agriculturists, and romoving pioducts from 
the growing to the consuming districts and distributing 
goods of all kinds all over India Joint stock banks were 
not in any way a hindrance to thoir trade , in fact they 
relieved them of much trouble and risk.*' 

^,’1^2. Rise of Modern Banking -.—Besides 
these (1) indigenous banking houses and bankers, 
there aic in India to-day, (2) the three Presidency 
Banks of Bengal, Bombay and Madras, (3) the 
Exchange Banks doing business in this country as 
well as in others, and (4) the Indian joint stock 
banks. The European system of banking was in- 
troduced into India by the Agency Houses of 
Calcutta. These were not merely merchants and 
agents but also baukeis who did business with the 
merchant princes of India, planters and the civil 
and military services. They possessed a note 
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circulation T’liith cxlrcmnly bcricfif'al to them. 
After the pas'iiin^ of the Act of IM'** v.*l»icb gave 
greater inducements to huropenn' Jo '•etllc in India, 
there was a considerable c\tcn‘uon of banbinjt 
conrcclion with the Agency Houses but the prea 
commercial crisis of 1 put an end to almo'^l nil 
these Houses."* 

The PrcJidcncy Card: of Dcul'a* war opened 
m 1806 and r^^ci^efl charter of incorpcraiiou 
from the East India Companv m 1509. The first 
Bank of Bombay ( it wcui into hquidalion in 1ofj8 
and a new one was formed in the '•Hiue year ' was 
established under a oimi^'ii charter m 18*0, mul the 
Bank of Madras in IS-k* The c tahllshmcnt of these 
Banks in the other Pro.ulcnru s put an end lo the 
possibility that the Bank of Bengal might become a 
Bank for all India, The Prcsulcncj Banka had M 
first, ? scnn-o(Ticial charge' cr. At the foundation of 
the Bank of Bongnl, the h'tsl India Company ron- 
tributed onc*iifth ( the nroporlion became b,tmUcr 
suhsequcnlly j of the capital and nppamtx-d tl rce of 
the directors. Uplo the lime of the Mulirv tiu* office 
of Secretary and Treasurer was held hy a covenanted 

civihan.’'t 

143. The Presidency Banlc.s :-~The re- 
lations of the Go^ornmont of India and the Pre- 
sidency Bank? arc icgutatcd by the Presidency 
^nks AcLof_T87,6 which imposes certain definite 
restrictions upon their busin'^si opc’'atiotis w'hile it 
concedes to them some material and moral 
ages also. Before that dale the agreements with 
the Banks compelled the Government to place all 

*Mr.FindInyShin,»i:. Report oC n 1, .dure dehureJ in C»katts 
5n iSi4 

t J M Kcynei , Indian Currency and Kjotence, 
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the cash balances belonging to them in the hands of 
the Banks with the result that there was a serious 
danger of Government’s money not being available 
when it was urgently required. In a despatch to the 
Secretary of State, dated 30th June, 1874, the 
Government of India wrote: — *‘The Bankof Bomba)’, 
accustomed to high Government balances, and 
1 dying on the maintenance of those balances, had 
so employed them that they were practically locked 
up ; for had we insisted on withdrawing them more 
suddenh’’ we should have done so in the face of a 
warning that we should produce a commercial crisis, 
and therefore for a time the Government balances 
at Bombay were useless for the purposes of the 
Government We are of opinion that a Govern- 

ment subject to the contingencies to which the 
Government of India is exposed, ought not to be 
without a reserve and that this reserve should be in 
its own hands." The Government was inclined to 
dissolve its connection with the Banks, but pre- 
ferabh it proposed “ to make a change in the 
agreements with the banks, so that instead of giving 
them the right to hold all the Government balances, 

> -the stipulation may be confined to engaging to psy 
them interest when our balances are reduced below 
certain amounts.” 

In his reply, the Secretary of State (Lord 
Salisbury) gave his assent to the proposal of *?Ke 
Government of India about establishing an in^ 
dependent treasury system and leaving with the 
Presidency Banks certain minimum balances without . 
inlerebt and imposing by law specific restiictions 
upon then business operations. The Presidency 
Banks Act of 1876 laid down restrictions as to 
the qualifications and number of directors, the 
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kind of binjne^s Ihtd tb.cy could .md coJiUl not 
tmusnct, tho icrniorinl limiJ - f»r Unur jurhdjch‘on 
aud ‘JO forth* I'ht BanhjJ htitc iticd to "cl come of 
the-^c rti?liicnons rcniovH m iKcdics'., and •'‘oHUed 
Ishcrly to deal m rcjls.m -.rcunttc^ v ludi were not 
aUoN\C{l by the Act c. c , fccuiU»‘> of 
Kuihvays and of Dj'Jtncl Boards. ThfV wanted 
to be cnrpo%\crcd to borrow ou?citl;e liuln ro (hat 
they luiphl have JcccC'? to the jrre 111 store of hank* 
in?j capital avadnblo jn Loivlon. 


This and other mnlters count cts.d with the 
powers and rcaotircci of the Prt'JKlenc^ Banks, were 
topics of prolonged discucsion 'unoiur the partit'? 
concerned. Slroni^ ohjeciiou vas taken th^'c 
Banks being allowed lo plcdjcc ‘•cciuitics mr’ tyke 
deposits in England and thus rtn*:'. fnuii> there* 
The Exchange Banks vehemently oppo-ed <hc sug- 
gestion*? that the PresidcncyBanks should he ’'iHowctl. 
when the Bank rate in India was 6 per cent, or 
higher, to borrow in London, that tl'cy should be 
permitted to deal in foreign bills urulf'r curtain ecu* 
ditions and that they should be allowed to draw 
sterling drafts on London for the liomc remittances 
o£ their cusloraors subject to a limit of 200 in each 
case. One of the Exchange Banks, the .viercantilo 
Bank ot India, w’rotc lo the Secretary of State It 
would be an anomalj in State banking to find the 
Presidency Banks of India, which dopend for their 
prestige and resource.’? so iaigcly on their Slate con- 
nectioii, turning their attention and their resources 
from the object of their existence— •the facilitaUng 
the internal trade and requirements of India ( a 
suPiciently wide field one w*ould imagineh to cmbaik 
in operations of foreign exchange. It would, further, 
be a serious matter for the c.\isting Exchange Banks, 
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anrl very tmCair to .t horn i£ these State Banks, backed 
by iheir State support and the large amounts of 
public funds placed at their disposal by the State 
fiec of interest, should be authoiiscd to compete 
Iccenly, and with all the power that their privileged 
position gives them, with those institutions which 
have hitheito conducted that business to the satis- 
faction of the mercantile community.'' 

The other Exchange Banks wrote in the same 
strain and there was a lively debate between them 
and the Presidency Banks. The latter attempted to 
show that the apprehensions of the Exchange Banks 
with regard to unfair competition being set up in 
exchange transactions against them, were baseless. 
The proposal of the Presidency Banks was favoured 
by the Govcinnieut of India, but the Secretary of 
State was strongly impressed by the contention of 
the Exchange Banks that their interests would be 
injured by the proposed changes and declined to 
sanction even a moderate concession to the Pre- 
sidency Banks viz. allowing them to draw sterling 
bills on London * for the purpose of the remittances 
of their customers subject to a limit of 200 1. in an}’’ 
one month on behalf of any one customer The 
discussion was brought to an end on 26th September, 

3 906, with a telegram from the Secretary of State in 
reply to one from the Government of India asking 
permission for the above amendment of the Act, 
stating: ^Your telegram dated 15ih September. 
Presidency Banks* J regret that I cannot accept 
your proposal.’ 

Theilr Business V/e shall presently 
deal with llie question of monetary stringency and a 
high bank rate prevailing m India during the busy 
season, which was involved in the above discussion. 
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It is to be noted here Umt the Prci-idunc) Bsnt.s art? 
threu po\^crful joint stoeV l'tinl<r bf3vin« special 
relations v.ith Go\cTnracnt and carry mp on Uie 
oidinary bnnVing bushic^s nndei certum v^'cll dc- 
fined hniitaiioiis. Thej lead in f'liMidnglhe inteinal 
trade of the country, and the crdhuirj joint stock 
Isanks follow them lA a fh-^lr.ncc. Thtj take dcpo‘'it‘i 
and lend on ‘■ccuntVjjiml dicconut, buy and sell bill'- 
of exchange and other nr jroit! hie sccuritie't paviUc 
in India or Ceylon, ilu i runnot borrow mom'vovt- 
sidc India, nor can they deni m sterling hUl*'. .Tiic 
conditions on which thc> mas loan* are strictly 
laid dov’n 1)5 I'lv. . They perforu' teriain scnnjtj 
for Gosoinment and rcrcisc rtnittnvrfttk.n for 51, 
Government holdr no sli«,rc>j in the Banks end h jn;t 
represented on the dirtctoi alci It, hov t ci . cp.' 
certain minimum mnounis fue of inlet csl \v»ih the 
head offices of the Banka and if the public do* 
posits fall below the atipulnud ]im»i, ii.lertst ia paid 
on the amount b% which they fall short Uaualh 
Gosernment keeps larger deposits with Ihe BauU 
than they are expected, though not bound, to do 

“Whoro n brBnch of a rrc#ick>ac% Bn»il ermk, part of 
the GoTornment halaiioo is depontetl ui n Ffimlay)} a 
part of Iho Government halanui** hold nt Onlcutta, Madras 
and Bombay, 18 ilopositeil fv« the hem! ofneo of the HiriO 
Profaideney Banks. Tho rolations between the t?overnatont 
audthe J’rosidemj Banks u« respect of the holdioj/ of 
balani-es are partly rognlaUd 1> nprt«crmnt» luth the ihtci 
hanks which n-ere last Teviped m 184!? The .irroi m^nk- - 
provide that the Bankj are to tran**uct general hnsjiio^*' fot 
^ ho Gofernmont at their head olncc* iw>d cortnij) brawhe® • 
^at they nre to rocoivo certrait yomuncratton j that tho 
Governmont is not bound to relam ci lUo Banks any 
parllunlar sum , bat that if its halanco at tho Bend Ofiico 
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\of nny of the three Banks falls oh any day belovr a specified 
v^xninimnm, it is to pay to the Bank interest at the lowest 
^ rate chargeable on snch day by the said Bank to the public 
for loans recoverable on demand.” Tne remnneration of 
< the three Banks and the minimum balances that they are 
to hold for the Government at their Head Office without 
charging interest are as follows 

Amount of Balance 
I below which 

Remuneration interest become^, 
per annum payable. ‘ 

- ' £. 

Bank of Bengal 2, 900 238,300 

Bank of Ufadras SOO 120,000 

Bank of Bombay 800 133,000 

“ The revision of these agreements is now under the 
consideration of the Government of India, 

‘ In actual practice the Government of India is much 
more liberal to the Banks than is provided for in the 
agreements They usually keep at tbo head offices of the 
three Banks the following amounts — 

Bank of Bengal 467,000 to 633,000 1. 

Bank of Madras .. A little over 133,000 1. 

Bank of Bombay, . .. 267,000 I to 333,000 I 

‘‘ On the notation of a loan and in spefcial cases, fhe 
amounts are increased ” 
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1906 

Rs. (lakhs) 

19H 

Rs. (lakhs). 

Increase 
ppr coiit. 

Capital and Reset ve. 

6,23 

7,64 

23 , 

Deposits t 

25,38 

45,66 

80 

Cash Balances ... 

1 

j 3,23 

20,84 

153 
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'lhccompumti\e po^it*o7i of the ihreo Brtuks is 
broiinrlit out in iht follovring tnblc 
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The divuiend pnid by l]te Bsmks has been vttM 


above 12 per com. per nnnum. In nddition to the 
heatl office, the Bank of Bcnjinl ha«? three bjanches 
in Calcutta and 21 offices elsewhere together with 
an agency in Bombay, the Bank of Bombay 15 
branches and the Bank of Madras J 7 branches. 

Exchange Sanhs.—- Kow to inm to the 
Exchange Banlcs. Tliesc arc big European banking 
concerns with enormous resources, and they carry on 
their operations in India and over eastern Asia. For 
the sake of convenience tlie> are classified in two 

groups according to the extent of business done by 

them in India, viz, (1) Six of them are doing u con* 
siderablc portion of their business in this country 
and (2) five others are merely agencies pF large 
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banking corporations doing business all over the 
’East. Their resources are as follows 

Group I Group II 

000 omitted. 

£ £ 

Capital and reserves 8,020 28,952 

Deposits 16,382 3,716 

Cash balances ... 4,626 970 

Details are given in the following table ; — 



(O 

•s 

m 

*3 

rN 

•CJ 

a 

e 

Deposits 

Cash Balances 


% 

O 

At 

A 

o 

t s 

i 04 

Out of 
India 

In 

India 

Out of 
India 

In 

India. 



£ 

1,000 

£ 

1,000 

£ 

1,000 

R 

1,000 

£} 

w 

r,oco 

R 

I,000 

(x) Banks do 
ing a considerable 
portion of their 
business in India 

i 

1 

6 

4, Six 

1 

3,7o9 

33,139 

84,57,38 

8,953 

6,93,84 

(a) Banks which 
are merely agen- 
aes of large bank* 
ini' corporations 
doing business all 
over India 

5 

i8,5o4 

1 

1 

10,448 

1 

i3i,83i 

S;57,48 

1 

3l,74l 

l 

1,45,53 

Total 

II 

32,8 15 

I4,l57 

l64,97o 

3o,i4,76 

40,693 

8,39,37 


These banks take deposits m India and outside 
and with funds thus borrowed, finance the foreign 
trade of the country. They are thus complemen- 
tary to the Presidency Banks and the other Indian 
banks which confine themselves to internal trade. 
They purchase bills of exchange drawn by exporters 
of produce and discount them with London banks 
or realise them when they mature. With the funds 
released in this way in London, they buy Council 
drafts sold by the Secretary of State and bring them 
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back to India lobe mvc^Kd once more in the per- 
chase of bilK Owing to ssrinp ntv »n ihe money 
market, in the hm\ fcnsor, the bank rale and the 
discount rsxto mount np \cry high. Ihc c^rheuge 
also rise*- and the Ji'.cinniac Bank*'- bring money into 
the country by buying t!ic Secr^^tary of Suite's 
driiftr, and Ttltgn phk Trarsferr v.hicir them 
to rcccivt rupees from the Go%ernrinnt Tre usuries 
jmmcdii'taly without haring to V, ail for morr than 
'two weeks for the urrhal of the bilbn The dtf* 
^fcicnce between tin ial( of intcri *11 they have to 
'pay on their own bouowingi. or «Upo'>ifi, holh in 
England and India, and the rates Ihc'^ cKnigf iu dii- 
counting tlorling bilk, conct»ti>{CH tlu tr prrJU. The 
Banks will also bring gold into the country if it is 
more profitable to do so. 

From the figures ‘rircu abo\c ii will hu\c been 
noticed that the di.po'.ts of ihi I'Achantje Banks 
have considerably increased in recent years and that 
they carry on their operations with funds borrow- 
ed in and out of India, While enjoYiri" a nioncpo* 
ly of the finaucc of the c\*nort trade of the country, 

they participate act ivelv in the financing of the in* 
tcnial commerce also. Thn.\tcnt to which bank 
deposits haic increased during the past few years in 
the difCcreiii classc.s r f Innki will ho seen from the 
following figuics . — 

1905 mid 

R*!. ( 3al hs ) Rs. { jaklis; 
Presidency Banks 22,26 40,04 

Exchange Banks 17,05 30, i 5 

lonit Slock Banks 

(above Rs, 5 lakhs) 1 1,99 1 7,lo 

S?,29 


Total 53,30 
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Thc?c figure'? exclude Government deposits in 
the rrcsidcncy Danlis and for the Exchange Banks, 
me iiniited to deposits in India only. The total 
nmoiinl has increased by 70 pei cent,, the deposits 
of the Presidency Banks by about 80 per cent., and 
iuo'?c of Exclunge Banks by 76*5 per cent. The' 
Exchange Banks need not lock up their Ciinds in ' 
sterling bills for t\ long tune us they cun be ciisil)'' 
rediscounted lu Eondon, being drawn upon well-! 
knoxxn firms. The lesoiirces of the Banks are, ^ 
thcrcCo.o.'-oon released lor employment, os x;e have 
pomicd cut abo\c, ior the purchase of Council dtaftii. 

'i ho principal means by which they place theni- 
sch cb in funds in India is the purchase of Council 
droits and when towiiids the close of 1916, these 
could not be sold in sufficienl <iuuntitics owing to 
the doplotion of the Government of India’s balances, 
there wax u very great stringency and exchange 
rose, file othci ways importing sovereigns and 
bar gold also were not open and much difficulty was 
experienced in (luaiicing trade. 

mfx Joint otoek Banks : — Banks of the 
lh*r<l class, viz, the loint Stock Banks, are almost 
all of them, of recent origin. The growth of 
Ibis ivpc of bank has taken place during the 
Iasi twelve yems. The total nuinbci of banking and 
loan companies registered under the Companies 
Act in 19Id-lS, was 475 and their paid up capital 
amounted only to Rs. 7,95^75,509. The number 
had remained steady loi several years and de- 
clined in 19H-15 on account of the failure of 
many Swadeshi bunks ; and yet the paid up capital 
almost doubled in ten years Under the heading, 
banking and loan companies, aio included hundreds 
of petty banking and lending establish ments, and 
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institutsors carrying on opcratiCRs on n t.on«;idorable 
scale, arc ver}^ few. The Juimber r<mi the ;‘'noisnl 
of paid up capital cf th.ese bankin|X rompnnics, arc 
given below : — 


Year. 

b'^iimbcr. 

Pnid up crpitftl (Rn 

1900-01 

430 

3,fC,S4,2^.e 

1905-06 

59: 

V«f54,10l 

1006-07 

56/ 

7,31, $7, 4U 

1910-11 

402 

7, 9!, $1,641 

1913.1-1 

552 

7,9i,5./<x' 

1914-15 

J75 

7.‘i*S"5,SOO 


The joint stoch hunk's nrt, for the 

sake of convenience into four tirouns accorditip^ to 
the amount of their Cvapital , and their position on 
31st December, 1014, was a*; fonow*: . 


{-) Banks «jJi Capua’j 
nnd Reserve ntnottntmjj lo] 
R 20,oo,cco and nbove . 

(2) B inks wjih Canii U 
and Reserve between R cc 
and to laKhv . . , ; 

(5') Banka with Capji^l 
and Reimr bclv.cen R jc] 
and b inkha 

Total oi Dmla above^ 
R 5,oo.cQa.,. 

Banks wuh Capital nndl 
Reserve belr cepR 5, 00,000] 
and R 1,00,000 ... 

Total 


.No a‘ ISilup Rosn-cir, , ... r-it’, 
H.nkn Capfai Ueit 

K't.ooo)' vM 5’r(n?>5". 

* ; 

I 

' ; It?®,**- JiO*" 5S ?,S; 5i3 


25 


is 


52.?? ; S7,>t I .72,11 1 5*, I 


>9,S? ! 5.2 { j rt7,7? ‘ 7.00 

i 


2.6VO j J.41.FS 




«t M i 4 4k 


2.®-V’2 j t 54, y* 




i.£6,5-i 


rS.S7,is 


27,«9 
5,^1, 1? 


Joint .stock banking is n plant of recent growth 
and has jet to drive its roots wide and deep into 
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the soil. While the ?appling was growing up 
vigorously, li was subjected to a rude shaking in 
i 91 3,,v.iicn u number of banks collapsed. The failure 
of the banks caused ruin and hardship to numerous 
middle class and poor families, but it imparted a 
wholesome and much-needed lesson as it exposed the 
rotten condition of many of the apparently piosper- 
ous concern^. It dealt a rude shock to public confid- 
ence nud for a time the progress of banking was 
retarded. Bui the exposure was calculated to teach 
the people where the screw of banking management 
as loose and to ensure a slow but healthy progress 
of the movement. 

These joint stock banks came up on the crest 
of the enthusiastic industrial movement which began 
in 1 90S, and banking came to be regarded as a new 
path into which the energies of enterprising persons 
might strike. The public was willing to patronise 
the new institutions and put their money in them. 
The middle class which was in the habit of saving 
and of depositing its savings m the Postal Savings 
Banks, was attracted by the tempting piospect of 
getting a higher rate of interest and dividend, and 
, the new concerns had no difilculty in attracting 
share holders and depositors. From 5 to 6 per cent, 
interest was offered foi deposits fixed lor a year 
or two years, and the banks helped many a shop* 
keeper and trader in his business by giving Mm 
accommodation, 

li}7. Bank Failnres Several causes com- 
bined to make the position of the joint stock banks 
insecure. (1) The directors of many of the concerns 
w^erc men who knew little about banking business 
and could not and did not control the operations of 
the banks. (2) If some of those whose duty it was 





S3 3 


to Veep 11 strict \\ iiu.lt o\or Uu* of the Imitks, 

suite reO iroui a hc\ of c^pojknroj oihn’ vtre too 
olcior to dr'?.''r.v the le-ponrioiiiiy In 

them. O iCCoviuK verc noi properly Upl .lutl 
lotnn were givtu iTiUmut ratVioerU 'Cftirity. (<? A 
l.iTpC' unom.? 0 ^ the. luuiL '^f the JMh’v' wav locked 
ui> in s oil )•' ill a It could iiot be e^'sHy 

rciih*e<< (5) Sotuc of lae meTiji-ers went in For 
spLcul'itioii, a ‘.pera of hiuaiic ‘ v’irch rttdi bau^‘5 
should lutve nvottIcJl, au<I the inonio® tuken front 
depositor-, at n hfj/h rnu of tnlcresi. v.crt ns^d to 
llimnct concerns v;ho<'c prnfUiiM».ness do>i’*l*> 

iul. ( ) Dividciuis v.cro often (Hstrihuted rmon« 
sluircholdci 5 out of cupnal, and Ihi* fact eouM ha 
concealed by r. skiifuj mampulnlion o! ihc nccountf. 
A\hcn, iherelorc, one of th* bonks enrae j«to 
trouble owiuff to a run bennj made npoti i* bv <le* 
poiitor* , pnbhc lonlhb'iitc wr' shilcn utid other 
bunks also came doMii fKur i. ct*. <mda bt 
cnsilv rcaltccd and t Uw dtcv'rd of deno tlor,' eouh! 

not be met 


imu 

nki? 


These farts huve been brought out in llquiflnli 
and other proceedings in connctMoii v iib the bam. 
which hai.c tnUcu place in bur i ourtv, AUogcUu 
d3 lv<nkshaM faded Mine the ban hm* erisir, ue«/ui 
with the fmlurc of the People'' Punk of Jrdia it'‘th 
lunjvn, winch wxnt Into Hqvidruo,* on the ,7b 
^ovmeer,- 1913." « I he matUoi i«=cd mpiuri of a1 
these hrmlvc aggropated Us 10,5 S,K0, 000 the suV 
scribcu capital Rs. 4,12,58,000, oi '!u 7 per cent, o 
wic authorised capital, and the pi5d up cipita 
Rs. 1,40,15,000 or 14 4 pci emit, of the authorise 
and o5-4 pci cent, of the sulvvciihcd tapitcL" .Man; 

of these bunks had high sounding name* bi»l wor 
rickaty from the ^cry bcginniim. The' paid u 
capital bore a small ratio to the- subscribed and th 
authorised capital, as may be seen from Urn lollow 
mg table of some typical bunks. corapiHul from th 
intonnation published by the DepuTtment c 
Sl^tislics 
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Proposed Rest rictlnns* — ^anl^tnp; cor- 
porntlonsand banker*; l«nvc l<rs keep fufTidcnl caih and 
liquid n'lscls in their Innds so u'i io be able to meet 
demands ns thev arise. But the ioint sleek banks 
did not follo\^ this wholc^Jonic praclb'C. Widic the 
proportion per cent, of the cash to the Habiiitics on 
deposits of the Presidency Banks h'l? t'Cen and 
of E’<chnn"c Banks 20. on sn wnigc, ihr.t tf Iho 
^oiiit stock hanks has not oaceeded 15 or 16, 
The remarks nsndc bv certain shrend observe rs 
in this connection, Invc proved .Irnost ptophclic, 
Mr. Keanes v»rote “In the case of the smaPer 
anl s, dcalin^i ns they arc, with chents to whom 
bankin *5 is a new thing, and m a cotn.try where 
hoarding is still dominant, the ca**!! tmluncrs ‘Jccm, 
from the a^a^hlb]c indications, to be hopelessly 
inadequate , and it is Inrd to doubt in the nc\l bad 
limes, they will go down like nine piu^. If such a 
castaslrophc occurs, the damage inflicted on India 
will be far greater than the din ct lo".? falling on 
the depositors 

The failure of so many banks led the public and 
Government to consider whether it would not be dt* 
sirable to impose cerUifn rcitrictions upon flrns and 
individuals who used tbt words ‘banks,’ 'bankers/ or 
their equivalents, thereby gaining an amount of pre- 
stigc m the eyes of people and altraclnig deposits. 
The Government of India, thcieforc, issued a circular 
in August, 1915, asking Provincial Governments to 
communicate to them the views of the commerdal 
community and others on this point. Thev sw^acsied 
restrictions that would be desirable in the {ohfowing 
matters.—.' (1) The prescription of a niininnim amount 


* ladiftA Currency Pod Finance, 
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of subscribed capital j ( 2 ) a stipulation that an 
adequate portion of such capital should be duly paid 
up witliin a reasonable period from the starting 
of the business; (3) a restriction on the full 
allocation of profits to dividends pending the 
building up of an adequate reserve ; (4) a restric- 
tion as to taking up by a 'bank' of business 
outside that of banking in which the banking 
profits might be lost." Some restrictions of the 
.nature proposed by Government are clearly neces- 
sary in the interests of the public as well as of 
a healthy groui:h of Indian joint stock banking. 

The economic development of India requires an 
extension of banking facilities in all parts of the 
country. I he people have to be taught to hand 
over their savings to banks which will use the funds 
thus collected for the promotion of trade and 
industry. There is a great scope for the expansion 
of banking, and concerns, small and large, if they 
are conducted along right lines, will be successful 
and Helpful. High rates of interest rule in the 
market and small business men and producers can- 
not get the necessary accommodation without paying 
a heavy price. The ordinary money lenders in 
towns and villages give credit to their clients, but 
charge exhorbitant rates for tbeir services. If banks 
were to collect cash from persons of small means 
and inspire confidence in the public mind, they would 
assist in the economic development of the country. 

f5sricttltttraS and Industrial Banks : — 
There are no land banks and agricultural banks in 
India like those in other countries.* Landholders have, 
therefore, to raise loans by mortgaging their lauds to 


• See GnJe's Pohtic.»l Economy »nd tte next Chapter of this booV, 
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inonc''-lcndcrs, nntl ciiltiralors obtain ^dvancc:^ Crom 

j • 

,thc Mllngc sowbnrfor the current excuses of agri* 
f'culUre. 7r.k(ri loan? arc made bt' Government to 
‘ culinators, but tbcj arc not popiitf r* and they clonoi 
5Qti'?i vlhc£inal1c?t frr ction cf the need* of thcpcopic. 
The indcbtcdncFS of the Indian rayatsfs colos*?a}, 
and f tlcmpis made to rebf’ie U, Hlie that of the 
Dcc^un Agriculturist^ Kelief Act, have almost failed. 
Thcic arc hero two problem*? to be tncklcu, first to 
enable the farmer to sltahc oil the burden cf the old 
debt? and Dccond, to advance to him the capUnl re- 
quired to carry on hn agricultural opemiion**, U 
there weto banhs which vould supply Ihia two-fold 
credit, the cultivator's lot would bt vastly improvedr 
But he has as yet to roh, v.hcrc there aic no co- 
operative credit societies, — and these arc too few 
in ^ luw of the large populal’on of the coimtry-Hoa 
the old credit muchiuory viz. the money lender \Yho 
charges high rates for hia money. 

We ha’ic shown m Chapter V whnt is the posi- 
tion of the cultivator and the common artisan with 
rega’-d to credit and supply of capital. In one of his 
;psmi.hlcts, on Agriailturul Banks in India, Xr. D. E. 
'Wa.cha pleads for the establishment of land banks 
, which Will emancipate the cullivutort?. He gives an 
account of the experiment of such a bank in Poona 
di‘;«.rict which was to have been made about the year 
1883, and argues that, after all, co-operalive credit 
societies arc not calculated to solve the problem of 
agrat inn indebtedness.” Ho holds up the Agricultural 
^aoLof Egypt to imitation mihis country mid wishes 
onteiprisnig men to start such banks and conduct 
them w'ith the ass«tanco^f^Govemment. There can 

* See page I05 #bo« as also the next Chapter. 
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be uo doubt about the £act that the problem o£ agri- 
cultural indebtedness ought to have been boldly faced 
by the Slate and long, long ago and the cultivator 
should )ia\ c been assisted to throw ojff the yoke of his 
debt, by means of agricultural'banks. In Ireland and 
\ in Fr.ance, for cvafhpleTtKe State isplacing large funds 
at the disposal of cultivators. This is not to mini- 
mise the urgent importance of the growth of the 
co-operative credit societies which are calculated to . 
irapro\ethc status and economic position of the 
rayat as nothing else can, but to point out the 
colossal dimensions of the rayats' indebtedness and 
to suggest the radical cure necessary to remove it. 

The want of industrial banks is being similarly 
keenly felt. The Presidency and 3 omt stock banks lend 
their monies for short periods, and they cannot afford 
to lock up their funds on the security of a new in- 
dustrial concern. Like agriculture, industries require 
a special treatment, and it has been suggested that 
banks should be started forfiiiancing industrial enter- 
prise. State assistance is also invoked in the mattoi 
though how precisely it should be rendered is a difficult 
^ matter to settle. Government may advance capital on 
ithc security of the property of a concern when the 
' loan has been recommended by competent authority; 
or it may guarantee a cortam rate of interest. Financ- 
ing of industries would certainly be better done by 
private banks strongly supported and supervised by 
the State. And if branches of such central banks 
w'ero opened m small towns, the producers there 
would derive mateiial benefit from them, and the 
banks themselves would do good business. 

S5JO. TEie Bank Sate.— The _Bank rate is 
the rate which is, chafed,, for loans against_Gov- 
ernment. securities, while the rate of advances ' 



m 


jvmAv rooKmura. 


on other s^cnrHics nud of djsconntf h rligbtly 
higher. The rotes ore net the in tho 

difrcrcnl Provinces, As *sx )»ove sfttd nhore, lh{$ 
business is, tit prerent, done by shrofts nnt] other 
money lenders Vv'ho deni i;i htimlict. They trreut 
accominodalion for n ft iv ,nonths nad choice ^arj ing 
rates of interc'A. Jhc shroif.^ ni big oonrnetr'oi 
centres arc n link between petty trade is and shop* 
keepers and the Presidency and joint stock binkS; 
the latter discouiAtug their uiUs and Ur.m coming 
indirectly in contact vnth the small hnsiness meu* 

■' The oificuil hank or discount nito of lUi Pre* 
sulcncy and other banks is, howcier, not iJentiCf.l 
with the rate that piovails m tlic b'n/Us, and the latter 
IS often not much uftccteJ when it rises onmg 
to monetary stringency which occurs periodic di>, 
" The shrofls w ho finance ra arly the whok of 
the internal trade of indhi, n.rcly, if mcr, dis- 
count European paper and nc^er purchase foreign 
or atcrimg bills. Neither do they lend mono}* on 
Governmout Paper or similar securities, but confno 
their ‘«i\anccsto the discount of ioonden, to leans 
to cultivators and against gold and silver bnllion. 
The hoondccs they purcha<?e are, Cor the most part, 
those of traders, small and large, at rates of discount 
; ranging from 9 to 25 per cent, per aununi but the 
’ hoondees they buy from and sclUo each other, w’hich 
'are cluefly the traders’ hoondccs bearing the shiofis* 
own endorsemout, rule the rates in the 'native ,baEar 
and are generally negotiated, during the hu^y 
season, at from 5 to 8 per cent, discountr They nisi 
discount their endorsements pretty largelj with the 
Presidency Banks when rates are low "and discon- 
tinue doing so 'vhen they rise above 6 per cent. 
They also speculate largely at times in Government 



Heberve Treasury System. 

Paper, especially during the olF-season, but rarely or 
ever hold it or lend on it.”* 

151. Reserve Treasury System.— While 
on this question of the bank rate in India, we may 
refer to the prolonged controversy which has raged 
round the reserve treasury system of Government 
and the aTti6ci.al stringency which is alleged to be 
created by it. It is contended that by locking up ' 
crores of rupees in its treasuries the Government 
causes, in the busy season, a scarcity of money, and 
a regular system under which loans may be made 
to the Presidency Banks during the time of mone- 
tary stringency, has been suggested. Government 
has granted such assistance from timo to time, but it 
is naturally reluctant to develop it into a regular 
system it will be bound to follow. This is a long- 
.standing grievance of the banks and financiers in 
India, and it was accentuated by the fact that during 
the five years 1908-13 Government balances mount, 
cd unusually high and the Secretary of State having 
withdrawn a large portion of them lent them to ap- 
proved borrowers or deposited them with banks in 
London. So far as the question ol a high bank rate 
in India and the reserve treasury system of Govern- 
ment is concerned, wc do not think that having at 
their disposal crores of public deposits kept with 
them by Government, the Presidency Banks can 
reasonably complain ogmnst the reserve treasury 
system. 

In two Notes which he wrote as fai back as 1 888 
and 1 899, on this subject. Sir James Westland put up 
a strong defence in favour of the existing system. 
He pointed out that there was no analogy between 


* Appendices to the Report of the Fowler Commjttee, page 7o. 
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the position in Engl^ind anci tbnt ta IndtCv h\ Eng- 
land, ‘the diminution of the nj.lnnce in the B iok ot 
En^jland hv the v/hclc atnonnt it nt the credit of 
tho E^cbequet vroukl h,-^ a tmnti tar. upon the vrholc 
banking bnlance of the pl.c^;’ end -‘.conaie 
noMis between the Barn cf Enr^land atvdtho cciictal 
fixadnblc cash of the ccimtT) ici inhnit*, decor 
than that which utiiis ‘u iht ease of the Presidency 


Bank?,"’ Novt that canklng is progrc'srng ra- 
pidly in tins comtt>, the Prcddfitcy mul other 
banks must stand on thc:r cv.u kgs and not Icok up 
to Government for .’SMS'.jurc tsen time. The fme- 
tustions in the Bank rr<e between season andfctison 


arc, no doubt, gre it, but Govern" (*nt ba^c to con- 
serve their resources in mcw of dcmrnd" {Hedy to 
be made upon their bal 5 ‘nces, and cfit» net bocspcc;* 
cd to place them at the disposal of or.nU«, The 
Government of Irdm ho^d the view they laid down 
in a letter xvritten to the Scrrelorj* tf State in 1500» 
%iz,: — “Regarding the genera! danger involved in 
the financing of trade by the Government vre have 
before us the words of Lord Salisbnrv's Dc’^p&tch of 
6th May 1875, ^capital supplied by Govcmnientjir'nd 
not representing tlic ravings of t3(C connnnnitv*, is a 
resource on whose pcrmi'nc’icc no reliance can be 
placed, and which therefore tends to lead the trade 
into dangerous commitmentB.' 1 ho warning con- 
veyed m these words still holds good. The Presi- 
dency Banks have excellonl reserves, it may readily 
bo admitted. But those reserves could not, in the 
poculioT circumstances of India, be suddenly con- 
verted into cash, and it seems, therefore, undesirablo 
that the account of one depositor, and that one, a 
Government exposed, as the Government of India 


® See Appendix 11 to Gbstmberlaui Comsiusion'* lt«)port. 
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is, in a most unusual degree, to sudden calls and 
emergencies, should occupy a position of such, 
dangerous importance.”** 

152. Snvinss Sanks Post Office Savings 
Banks have always provided people of the middle 
class with the convenience o£ a secure me^ans of 
depositing their small savings, and they have been 
availed of by all those who did not care to speculate 
and run after higher rates of interest and dividend 
at the risk to the safety of their money. “ In--1B33 
with the failure of the commercial houses of Calcutta, 
a GoLvemment^Sayings.Bank .was. formed to afford 
to Europeans and Indians alike a means of investing 
their savings apart from the uncertain influences of 
commerce. Until 18S2>83 the business of the 
Government Savings Bank was conducted by the 
Presidency Banks in Calcutta, Bombay and Madras 
and by Goyernmentjrcasuries elsewhere... The Post 
Office took over the management of them from that 
date and in the first year of the existence of a, 
Savings Bank under the control of the Post Office, a \ 
great change was manifest and Government had 
actually to take measures to prevent a too rapid 
increase in deposits. In 19U the deposits, inclusive^ 
of interest, amounted to 17jcrores, of which 15.^ crones > 
belonged to Indians,”§ 

The deposits in the Post Office Savings Banks 
form the unfunded debt of the Government of India 
and are used by it for capital expenditure. Govern- 
ment is a big banker and it borro'ni'ahdlehds money. 
Its general balances are the source from which 
depositors are paid when they want to withdraw 
their money and on the out-break of the War there 

* Appcsdix I to the ChaabsTloiQ Comsaualon’f Repett. 

S Findlay SbirrM. 
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vrcre hcav}' ’Rithdravrah v.hich wcro UI i»ct from 
the balfince*:. In Qoverumeut oiTered ceriam 
additional fucihties to depositors by raisinjr the 
limit of the amount of their annual and total de- 
posits as well ns of tbeir im e&lment ;n Govorntneal 
Securities. Those fnatUies drew large deposits from 
the public, their totnl amount i caching ctestes of 
rupees in iSH. 

The Presidency end joint stock banks hsTO 
savings departments altnchcd to thcr h and hero there 
is an unlimited litld which inurt be properly ex- 
ploited. Small suMiigs of the people musl be collected 
to huance trade and iuiiustrics and thus to promote 
^ho economic development of the coi‘ntrv% Co- 
operative credit societies arc nov,* tnpning this 
source, as vve shall show in the next eh tpter, atid the 
general policy which Government has followed since 
the outbreak of the War in the matter of Snance, 
will go a long way m teaching the people the habit 
, .of saving and lending. A special Post Oilice brnneh 
ps tacked on to the public loans and contributions srr 
* attempt 

ofeldin ^r ‘ho o.-v!l. ccrtificatK 

Post Offico, .S 0 stop m tho r.ght dirootioa. ® 

with o f V ®‘®‘® shall oloso this chapter 

the\tm[rvT° “ heen before ' 

or So^R'-“fK°t*f of-Fraace, 
Mlv o£^hf-?ff iosae is a oroao- 

c£diaont rtf r'’““ ® ““ 

formal' P®,9°'‘®"‘“f’“>‘hore£oro, has to per- 
, } funotioBs which ordinarily fall within 
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the province of u bank. The State has its reserve * 
treasuries and ordinary treasuries, supplies the' 
currency required for the movement of crops at 
different times and in different provinces, keeps its 
gold standard and currency reserves, meets Council 
bills and sells sterling drafts, borrows hero and in 
England, and lends tq_ approved^borrowers-. out of 
its surplus balances. The relation of all these tran- 
sactions and the ordinary transactions of the money 
market, must be very intimate, and it is maintained’ 
through the agency of the Presidency Banks. But 
it is felt that in the interests of trade and of the 
general public, it would be much better if Govern, 
ment transferred these functions to an independent 
bank, of course, carrying on its business, more or 
less, under its supervision and control. 

A scheme for the amalgamation of the three 
Presidency Banks into such a Central Bank, was for- 
mulated so far ago as in the year 1867, but nothing 
further was done and the question formed the sub- 
ject of discussion again in 1899 and 1900. Boththo^ 
Secretory of State and the Government of India were/ 
favourably inclined to the idea, but it was temporarily ’ 
abandoned as it was thought that the time was not 
propitious, and ^provincial and personal jealousies 
were .also a cause of the abandonment of the scheme. 

It was revived thirteen 3 'e.‘irs later and came up 
for consideration before the Chamberlain Commis- 
sion. But the Commission declined to express any de» 
iinite views on it and to make any recommenda- 
tion about it. Mr. J.^^eynes, one of its members, 
drew up an exhaustive Note dealing vWththe propos- 
ed Central Bank and attempted to show how such a 
Bank was not only desirable but also perfectly fea- 
sible. He has given an outline of the constitution 
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ottd ftmctions <sf an Indfnn Stntc B'^nk anti discussed 
arguments in favour of and a^a^nsi it» 

Expert opinion on this cue^tion Esams to be di» 
vided, Semo do net ih'nV tint one hark, hon*fver 
large it may be. 'svilj be able to satisfy the needs of 
, cuch a continent as India, and they ^vculd like tho 
( three Picsidency B-'nl:? to continue. They feel that 
! vhet is vented is only f suitable adjustment of the 
I existing machinery to the growing rcquirensnls of 
the country. They apprehend a danger in this ‘pine* 
ing all the eggs in one bast ei’ and arc not rurc that 
the position of Government will be improved with a 
central bank rather than without one. What is want- 
ed, they urge, is not a corccntraticn of banking bat 
more Indian banks conducted by Inenns * There is 
much truth in this \icw, but we do not disfavour 
the idea of a Central Bank provided the interests of 
the public are proptily srfi guarded rnd the econo* 
roic development of the country ic proinoicd there* 
by. 

Summory. — Banking has alvays been 
regarded in this country as an honourable andlucra- 
ti\e profession and hankers lm%c occupied a high 
(talus in societ)’. Rulers borrov'cd from tlie hank- 
ing houses funds to carry on wars on the security 
of their revenues. Banking was often hereditary in 
certain families. They finrnced the trade of the 
country and sold drafts or f,undics,^ They took de- 
posits and ga%e loans, small and largo. Besides 
these big bankers and banking houses, the Pedhies, 
monej-lcnd.ng was ana is carried on by Seines^ 
Mafiajans and Saraphs, The latter dealt in precious 
metals and advanced monies on mortgage. They were 


* See Mr. M, de P. Webb't ‘Advance, India,’ page «}-S7, 
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inojicxdi^ers wpU.as ^pney lenders. Most of 
the financing of the trade and industries of the 
country is still in the hands of this class of banker 
and money lender, and those occupying high status 
among them are steadily adapting themselves to the 
modern conditions in the midst of which they live. 

The indigenous banking houses and bankers 
are thus rendering a valuable service to the people, 
and modern banking is only a growth of the last 
hundred years, peculiarly marked during the last 
generation. This banking was initiated by the 
AgencyJHouses of Calcutta and the Presidency 
Banks of Bengal, Madras and Bombay. These 
enjoyed the right of note issue, which became a 
monopoly of Government in 1863, At first, the 
State contributed to the capital of the latter Banks 
and was represented on ^their boards of directors. 
In 1874, Government, which used to keep all its 
balances with the Presidency Banks till that time, 
found it necessary to establish the * independent 
tre^uiy^ystem’ on account of the dimculty it es- 
perienced in withdrawing a part of its deposit at the 
Bank of Bombay when it badly wanted the money. 
The Presidency Banks Act was passed in 1876 which 
regulates the relations between these Banks and the 
Government. 

This Act imposes certain restrictions on the 
Operations of the Banks in view of the advantages 
they are allowed to enjoy. They can use public 
funds up to a specific limit without having to pay 
interest on them and also receive stated remunera- 
tion fox the services they perform for the State. 
The Banks cannot borrow outside India and cannot 
deal in sterling bills. The conditions on which 
they may lend are also laid down. Government 
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docs not interfere with thrrn furlaer th-m this and 
in all other respects they aro like -I'ty other pimte 
banks. The Presidency Uitiks Hnance the internal 
trade of the country and their deposits have grown 
considerably within the pr*t few years. ^ 

The Exchange Banks, whose operntsons com 
the further East along with India, receive deposit? 
m India as well an outsivio '.nd tnonopoUsc the 
financing of the foreign trade of the country. They 
purchase sterling bills drawn by exnortcfs of raw 
materials and «''C the funds realised from them in 
London to buy the drafts sold by the Sccrctatv of 
State for India who thus rccc5\( > the monev recimrcd 
to make his annual disbur'^cmcnis. i he ivxchange 
Banks also sell uralis on London for those who’srish 
to make rctnittnnccs and iurort sovereigns vthen 
this is more profitable than biluging funds by means 
of Council drafts. 


joint stock banks arc few and small and arc a 

growth of the hist fel^ years. They were able to at- 
tract deposits by the prospect they held oat of high 
nates of interest and people of ihs middle class 
entrusted them with their sasings. This mushroom 

industrial boom of 
n * proper! V managed 

and feM point of view, and ,u 1913 

concern*! rn ^ Started banking 

The bank fanurc. entail J 

: rf„riT ‘>>0^ t„„gM « 


ma«.tnes of the country and utilizing cash that 
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otherwise would lie idle. The steady increase in the 
deposits in the Postal Savings Banks is an indication 
of the popular tendencies which were also visible 
in the growth of joint stock banks. 

The country has not got land and agricultural 
banks to help the land owners and cultivators whose 
credit is small and who have to borrow from the 
village sowkar at exorbitant rates of interest. Co- 
operative credit societies are doing good work in 
this direction but the field to be exploited is vast. 
The industries of the country also require special 
banking institutions to finance them. Peculiar 
facilities have to be given to agriculturists and manu- 
facturers and ordinary banks ere not calculated to 
suit their purpose. With the backing of the State, 
many such banks may be started with advantage to 
all concerned. 

The bank rale is, of course, determined by the 
i condition of the money market at any given time, 

' but there is a complaint in India that the Govern- 
ment locks up large amounts of money in its reserve 
treasuries at a time when demand for accommoda- 
tion is keen and thus the bank rate goes up to the 
inconvenience of the public. The Government of 
India has always held that the system complained 
of is absolutely sound and beneficial and that it 
must have an independant reserve on which it may 
be called upon to draw at any time. 

The Government of India and the India OiSce 
arc themselves big banking institutions, borrowing 
and lending vast sums every year. It is suggested . 
that this banking work should be entrusted to a sepa- 
rate banking concern, a central bank, to be conduct- . 
ed on the lines of the Bank of France or the Refehs- 
bank of Germany. The amalgamation of the Pros!- 
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dcncy Bstiks for this p’jrpwts p’'apo5ed,btjt dm 
prolonged di'scuscion the idea i.riS up. It vrss 
revived before the appcinintcnt of the ChrnVcrinm 
Comroission which did not, howcvci, ?pccffica!iy 
consider the question end further cisccssscn r-im 
stopped by the W&r. Competent net: b&vo taken 
opposite tides on the cncsticn. While xosic think 
that it would be ndx-Gntcgcou5 for the Goxernnjent 
to hand over its b <aking business to e CutVAtd Bsak 
working under certain restrictions, ethers hold that 
this change of policy wcuid be full of rirkard would 
spell disaster. The matter standf there fox tb«' 
moment. 
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The Co-operative Movement. 

HEFEJ^Sl^CSS. 

Henry Wolff • People's Banks, Mr. Ca%ri's report on tie Eeosome 
eonithot. of Inita , Reports o; ike Famine Commtsuons', Report of 
the Deccan Riots Cammisstoi. , Cot respondtnce A esptcitng Agricultural 
Banks IK India , F. A NtckoUon . Report re^aiding the institution of 
Land and Agncu^tural Banks in the Madras Presidency, iSps , Reperi 
of the Committee on tie establishment of Co-operative Credit Societies 
V. Ind-a , J R Cahill Report on Agricultural Credit and Agricultural 
Co-eperaiton in Germany , Provincial Reposts or Co-operative 
Societies tn Irdia , Geiernment oj India's Resolution of 1914 on 
Co-operation , Maclagan Committee's Report on Co-operation. 

155. Principle oS @o-Qpertlon : — Competi- 
tion, specialization and concentration are three 
chief features which characterise the modern 
organisation of industr)\ They have led to pro- 
duction o£ wealth upon a vast scale, to increased 
efficiency, to reduction m cost of production and 
to the cheapening of products. The advantages 
of the new system are undeniable. But it has 
brought ^in iis train a number of evils and it 
is not an unmised good. , Thus competition entails 
hardship upon the weak and the backward, speciali- 
sation tends to turn the human being into a 
mechanism, and concentration creates a powerful 
class of capitalists and employers. The disadvan- 
tages of the factory system are patent and an effort' 
is being made to minimise them in various ways. 
One of the ways of achieving this end is co-opera- 
tion. 

There is co-operation of a sort in all depart- 
ments of life and even in modern industrial 
organization, and It is also compatible ‘ v ith com- 
petition. Employers and workmen co-operate, and 
42 
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no wealth can be produced without the ro^operatiou 
of the agents of productioji. Co-operation in »U 
technical sense, Imv.'cvcr, mean*? the ahaiKlontntSJt 
of competition in distribution und in production- In 
distributive co-operation, the customers who are 
members of the co-opert‘tive societies seket onc/oC 
themselves ns manager of the store Mid share imp 
resulting profit. As they are expected to male no 
purchase elsewhere, there ht no cotnpetIUon. Such 
co-operative stores sire found pri*ic»p\iiy iu Grcist 
Britaiu. They bate never flourished in America be- 
cause they hat c been unable to supply th.u coramo- 
dities as cheaply us the grc"t dcparlmental stores. 
In productive co-operation the object is to eliminate 
the capitalist and to remove competition between the 
■workmen. The labourers elect one or more of thdr 
number to control the enterprise, and divide among 
themselves the gains." “ 

The principal object o£ co-opcratiott, therefore, 
is to eliminate the middlcraaii, the employer, and 
the capitalist. Workmen and consumers form thca»- 
sclvcs into groups and create a power by means of 
combination which as individuals they do not pos- 
ses, The profits which arc taken away by the 
middleman, the capitalist and the employer, can 
then be divided among the raorabers of the groups 
and they rejoice in a sense of indcpendoncc, ^ome 
enthusiasts have unbounded faith in the principle of 
co-operation which, they think, ivill characterise and 
ought to characterise the economic organisation of 
the future as it will remove many of the e\n5 as- 
sociated with the existing regime. They see in 
co-operatism an economic and even a moral force 
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of great potentiality which will prove the salvation 
of modern society. 

ISO. Advantages of @o>operation :--Takc 
co-operation for purch«ase and sale as an example. 
The agriculturist or craftsman who wants to buy 
seed and manure or raw material, is at the mercy of 
the money lender who is seller and capitalist rolled 
into one. The agriculturist or craftsman has no 
choice in the matter of quality and price and has to 
submit meekly to the terms of the money lender. 
If a number of agriculturists or craftsmen, how- 
ever, combine for the purpose of purchase, they can 
buy on better terms, as regards quality and price. 
Similarly in the matter of sale. Societies formed 
for this purpose, can wait till they obtain better 
prices for the goods to be sold, and the producers 
need not olEor their produce for what it will fetch. 
’When the cultivator is in need of money ho is con- 
tent with any price the merchant, who is often his 
creditor, will give him, but a co-operative society 
will make advances to its members and will try to 
secure for them the best prices obtainable. 

An individual who wants capital for the ordinary 
conduct of his business has not much credit, and the 
money lender, therefore, charges him a high rate of 
interest. He has no security to give and the com- 
mon bank cannot deal with small men like him. A 
society of such individuals, however, may command, 
on the joint security of its members, better credit in 
the market and by organization and self-help, thpy 
may capitalise their, honestj'. When the element of 
rislcib'cliinmatcdfrom tlie amount charged for loans, 
the rate of interest naturally goes lower and the 
debtors benefit to the extent of the margin. 
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I A desire to eliminate the middlemen and to be 
’ self-reliant, teaches thrift and men learn to layby and 
{ create capital. In co-operation the moral gam is as 
great as the material, and it elevates the masses by 
making them respect themselves. The advantages 
claimed for co-operation may appear to be exag- 
gerated, but where the principle has been properly 
imbibed, the benefit is real and lasting. We arc told 
that as an effect of co-operation, “the idle man 
becomes industrious, the spendthrift thrifty, the 
drunkard reforms his ways . nd becomes sober, the 
haunter of taverns forsakes the mn, the illiterate, 
though, a grandfather, learns to read and write. It 
sounds like a tale from wonderland, yet dt is all 
sober tact,"^ “The theory of co-opcration is briefly 
that an isolated and powerless individual can, by as- 
sociation with others and by moral development and ' 
mutual support, obtain m his own degree the 
material advantages available to wealthy or power- 
ful persons, and thereby develop himself to the 
fullest extent of his natural abilities. By the ujion 
of forces material advancement is secured, and_ by. 
united action, self-reliance is fostered, and it is from 
the interaction, of these influences that it is hoped to 
attain the effective realization of the hio-her and 
more prosperous standard of life which has been 
characterized as ^ better business, better farming and 
better living’.” ] - ^ 

The progress made by the co-operative move- 
ment in India during the short space of a few years, 
has been characterized as 'phenomenal.' Co-opera-" 
tion m India is mainly directe'dtowards the supply 
^eap credit. 1 he number ot socieues formed for 

* Henry W. Wolff. People’s 

T Maclngaa Committee’s Report, p^go 3, 
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the purpose of sale, purchase or production, is com- 
paratively very small. The movement is going for- 
ward by leaps and bounds and the number of socie- 
ties in British India had by 1914 increased to 14,881, 
the number of members to 6,95,998 and the working 
capital to Rs. 7,45, 51,725. Compared with Germany 
and Italy these figures are extremely low, but the 
movemeut in India is yet only at its beginning and 
the progress made in the first stage has been 

unequalled in any other country. 

^ « 

157 , The Problem In Endla. — The co-opera- 
tive movement in India owes its inception to the 
failure of the attempts made by Government for 
more than a generation to cope with the serious prob- 
lem of the deep-seated poverty and growing in- 
debtedness of the cultivators who consututed the 
bulk of the population.* (1) With peace and orderly 
Government, the population of the country steadily 
ipct<pased. (2) The new loim of levenue, judicial 
and police administration, as also the slow economic 
evolution which went on slowly but surely in the 
country, disorganized the old social and industrial 
system. (3) The now laws and the systematic exe- 
cution of the decrees of couits altered the relations 
between debtors and creditors to the disadvantage 
of the formef and strengthened the position of the 
latter. (4) The rigidity of the system of land 
revenue collection and the facility with which lands 
could be mortgaged to sowkars, drove the rayat 
deeper and deeper into the mire of indebtedness. 
(5) The growing dependence of the people on agri- 


* “ The pressure on the means o£ subsistance is rendered more setere 
by the moral disorganization produced bj laws aSecting property and 
debt, not adopted to the condition ef the people.' —James Caird 
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culture as the means of subsistence, which arose out 
of the decay of indigenous industries, intensified this 
evil. (6) The exhaustion of the soil went on apace, 
and no capital could be put into it if the land re- 
mained in the hands of the rnyat, and farming could 
not be efficient, if it passed into the hanlds of the 
money lender. (7) A kind of material and moral ' 
depression seemed to brood over tho mass of popula- 
tion, and to diagnose and find remedies for the disease 
became the most urgent problem that confronted 
the people and tho State. 

This is the impression which is left on one’s 
mind on a perusal of the reports of committees and 
commissions which have investigated the problems 
of Indian famines, the rayat’s indebtedness and 
poverty and the nature and effects of the system of 
land revmuc prevalent in the country. For thirty- 
five yms before the passing of the Co-operative 
Societies Act of 1 904, Government considered the 
problem from time to time, and tried a number of 
palliatives, all of which have been pronounced as 
failures. It granted iahavt advances to culti\’alors, 
passed Agricultural Loans and Land Improvement 
Acts, moderated the rigour of the law in favour of 
the agricultural debtor, and sought to restrict the 
power of the latter of alienating his land. But these 
remedies did not go to tho root of the disease and 
consequently there was no improvement. Recurrent 
famine and scarcity focussed attention upon the ' 
evil and rules were made for mitigating the rigour 
of the collection of land revenue. At last co-opera- 
tion came to be regarded as the sovereign remedy, 
and in 1904 an Act was passed launching the move- , 
ment into existence. 
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1£8. Failure of Barly Efforts.— -A system 
of advances to agriculturists from the treasury of 
the State had been in vogue from the commence- 
ment of British rule in India and the various regu- 
lations connected therewith were consolidated by 
the Act 26_,of 18/U amended by Act 21 of-187-6. The, 
object of this Act was "to define the purposes fori 
which it was held to be legitimate to place a charge 
on the land, as security for the repayment of ad- 
vances made by the State, to enable improvements 
to be carried out, and to give the Government a pre- 
ferable claim on the land for such repayment."* 
After eleven years* experience, it was universally 
admitted that the Act was a failure* The defects in 
the Act which were responsible for the failure, were 
sought to be remedied by Act 19 of 1_8_83, the.^.Land 
ImpiLoyementJLoansj^.ct, and an endeavour was also 
made to encourage the application of private capital 
to land. This act was followed next year by the - 
Agriculturists' Loan Act ( 12 of 1884 ). "Under the ‘ 
former Act, money is advanced for specific purposes 
of land improvement, and under the latter, for 
seed, cattle, and other miscellaneous agricultural 
purposes. But the objects of the two Acts are 
closely connected, for it will often be the case that 
in order to make efficient Use of his improvement 
the cultivator will find it necessary to provide him- 
self with cattle and manure, well-gearing and the 
like, if not with seed."! 

It is not necessary to refer in this place to the 
views expressed by the Deccan Riots Commission in 
1876 or to the Deccan Agriculturists R eli efAct pass- 
ed in 1879 which created a special machinery for 

* Famine Cmmission’s Report, z88o. 

Report of the Indian Imgation Commission. 
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inquiring into and adjusting disputes between 
monej^ lenders and cultivators and caipowcrcd 
courts to go behind the contract between tho twoj 
to cut dowm interest to reasonable proportions and 
to allow the debtor to pay off the debt by easy in- 
stalments. Experience ofnearlj' 35 years of the 
operations of tho Act is disappointing and there is a 
•wide-spread impression that it must go. While the 
debtor is socking to take full advantage of the 
provisions of the Act, the creditor is too shrewd a 
person to lend under conditions which w ill inflict a 
loss upon him. It is believed that the Act has had a 
demoralising effect upon creditors and debtors alike, 
and a Committee of mqiiirj’’ appointed by the Gov- 
ernment of Bombay, has suggested certain important 
modifications of the Act. 

What could not be achieved bj’’ the kind of 
measures described above, it was believed, could be . 
accomplished by the establishment of agricultural 
banks, and the subject was much discussed in the 
eighties of the last century. The position is well 
summed up in a despatch on the subject sent by the 
Government of India to the Secretar}’' of State, 
dated SUtJMay, iSS4, thus : — 

X. “The utility of similar lustitiitions in Europe, America - 
and Australia is \7ell known to your Lordship, and we ■ ' 
understand that in the British Oolonies especially the pro- 
gress of agriculture and the various entorpnses* 'connected ■’ 
therewith, havo been much advanced by the monetary 
assi'stanee tbns afforded to tho cultivating and land-owning 
classes. Theie are inrlications that India, no less than tho 
countries to v.hich we have referred, suffers from wsnt of 
loanable capital. Tho rato 01 interest is esiremely high 1 > 
oven waere the security is of tho best description, the 
agriculturist when in need of money for the most prudent 
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purposes, has to pay so dearly for a loan that it absorbs 
tho profits of his businoss. The De.ccan JB.y.p,t3 .B^eUef,-Aot«~ 
the Jhansi Encumbe r ed E states. Act, and other similar 
measures of an exceptional character have tended to re- 
lieve the peasantry in some localities of a hopeless load of 
debt , but they have not enabled the thrifty and industrious 
cultivator to obtain money for agricultural purposes on 
easier terms or more equitable conditions We have en- 
deavoured to meet this need in respect of loans for land 
improvement by advances of public money under the Land 
Improvement Aci ; but this is not sufficient The cultiva- 
tor requires money from time to time for other purposes, 
and it has been found that if ha can only borrow for one 
particular object from the Government, he prefers to deal 
entirely with the money lender who will lend for all pur- 
poses What IS wanted, therefore, is a private bank which 
will in a measure take the place of the village usurer, but 
which will at the same time be bound by the articles of its 
constitution to restrict its dealings to the more solvent 
cultivators and to supply capital at comparatively easy 
rates and on equitable conditions. ** 

A number of public spirited men in Popiia and 
JBcm^yjand^also-Gujaratj-were prepared to make an 
experiment in this direction, and the Purandar Taluka 
of the Poona district was selected for the purpose. A 
correspondence ensued on the question of the details 
of the scheme between the Poona Committee, the 
Government ofBombay, the Government of India and 
the Secretary of State, Sir Will iam., WeddeTh.urn took 
a very keen interest in the matter, and on 1 9th Octo- 
ber 1883 read a paper on the question at a meeting 
of the l ^nchester C hamber-oL-Commerce. Good 
fortune ’seemed to smile on the scheme and the 
authorities in India, Provincial and Supreme, were 
propitious. But in his Despatch of 23rd October 
1^4, the Secretary of State raised a number of 
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difficulties, making out the bank scheme to- be an 
unsound and impracticable project. Here the dis- 
cussion practically ended and nothing further was 
done in the matter. 

159. Beginning of ©o-operation,~Thej 
Famin^ommission of JL90] reviewed the efforts} 
which had been made in the direction of granting 
loans-and relief to the agriculturists and suggested 
that the effective rcmed)’’ lay in the establishment 
of agrieultural or village banks of the RaiffeisciUype 
which would carry on thcii operations strictly on*, 
the co-operative principle. A similai conclusion' 
had been already reached bj' Sir Frederick Nichol- 
son of the Indian Civil Service in his comprehensive, ' 
and instructive leport submitted to the Government 
of Madras in 1 j895 j “ In this report he described the 
systems of co-operation in force in European coun- 
tries and examined their applicability to Indian 
conditions. While it was under consideration, a 
volume entitled ‘People’s Banks for Northera'Xndia, ' 
was published by Mr. Dnp erncx . I.^C. S., and a few 
* small experimental ^qciejties were instituted by Mr* 
Dupernex and other officers in different parts of 
India. So long, however, as the transactions of 
these societies were governed by the complicated 
provisions of the companies’ Act, it was impossible 
to expect much progress and a Committee was, 
therefore, appointed by Lord Curzon in 1901, under 
the presidency of S^rJEdward" Law, to report on the 
action necessary for the establishment of co-opera- 
tive societies on a proper footing. The Committee 
had the benefit of the advice of Mr.^ Henrj;, JTolff, 
the leading authority m England on the subject, and 
as a result of its recommendations a Bill was intro- 
duced in the Legislative Council by Sii^ Di^zil. 


Beginning op Co-operation. 339 

Jbbetson and was subsequently passed as Act X of 
1904.’"* ' ' * " " 

As co-operative credit in India is ’ mainly in- 
tended to assist the agriculturist, it is natural that 
co-opciative credit societies in this country should 
mostly be of Raiffeisen type. The chief features of 
the Raiffeisen banks are * (1 ) limitation of area, so as 
to secure mutual personal knowledge on the part of 
members j (2) low shares ; (3) permanent indivisible 
reserve fund j (4) unlimited liability of members ; 

(5) loans only for productive or provident purposes ; 

(6) loans only to members ; (7) credit for relatively 
long periods with facilities for repayment by in- 
stalments ; (8) the determination every year by the 
members of each society of the maximum credit that 
may be held by individual members at any time as 
well as of the maximum total of saving deposits 
receivable and of loans that may be taken up by the 
society ; (9) absence of profit-seeking, dividends if 
paid being usually limited, as a maximum, to the rate 
of interest paid by borrowers for loans ; (10) office- 
holders, wth the exception of the Secretary, not 
paid for their services ; (U) promotion of the moral 
as well as the material advancement of members, and^ 
in particular, the purchase of agricultural requisites 
for sale to members and often the procuring of 
agricultural machines and implements for letting 
on hire to members.’ 

These features of the village bank are calculated f 
not onl}’ to supply the cultivator with cheap credit‘d 
but to teach him to combine for common interests, ^ 
to practice thrift, to make pioductive use of his 
resources and to build up his economic prosperity on ^ 


*• Crorernmwt o£ Tndift's Reiolution on Co«opsr»tion tn India, i9l4. 
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^;the foundation of self-help. « It is not merely cheap 
and facile credit that is required ; it is a credit which 
must indeed be cheap and facile in that it shall ever 
be at hand but it mut be credit which shall only be 
so obtainable that tlie act and effort of obtaining it 
shall educate, discipline and guide the borrower ,* it 
should be granted to those who have learned to 
think, to plan, to save ; the method of providing it . ' 
must teach the lessons of self and mutual help, and 
suggest the extension of those lessons to matters, - 
outside of mere credit ; it must be safe not merely in 
eliminating the dangers of usury, but in being con- 
trolled, heedful and productive.” t 

Credit societies, started and conducted on the 
principle of another German philanthropist and 
zealous organizer, Schulze-Delitzsch, are intended 
for the benefit of urban people — unlike the Raiffeisen 
banks which serve the rural population — artisans,' 
small traders and professional classes. The founder, , 
of these societies also believed in thrift^j^lf ^help and 
solidarity but as he dealt with the"^ urban populationi 
his banks assumed a more business-like and less 
altruistic form. Schulze-Delitzsch banks raise funds - 
^ by shares as well as by deposits, and the liability, as 
in the case of the other kind of bank, is not unlimi- 
ted. A considerable part of profits is distributed as ' 
dividend on the paid up portions of the shares. Loans 
are granted for short periods and all services are 
paid.* The area covered by the operations of the 
banks is larger and the banks have generally an air 
Of commercial and profit-seeking enterpiisc. De- 
pendence on personal security , formation of character, 

fSirF Nichohon's Report. ■ ' 

* See A Manual of Co-opcratjve Societies m the3onjbajr Presidency ‘ 
by R. B, Ewbank 
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rendering o£ mutual help, exercise of vigilant 
supervision of the use of loans, promotion of moral 
restraints, of public spirit and of a feeling of solid- 
arity, are of the very essence of the co-operative 
movement and these are the characteristic features 
of the rural banks. The two types of popular banks 
appeal to two different sets of people, living in 
different environments and having different habits 
and needs. Hence the difference between the 
constitution and working of the two kinds of banks. 

fdO. ©o-operative Societies Ret:— -When the 
co-operative movement was launched with the Act 
of 1904, it was regarded as an experiment, and Govern- 
,mcnt was anxious to steer clear of two extremes viz. 

I undue interference and control and patronage 
Ion the one side and faissez fmre on the other* 
A Government officer, called the Registrar, was 
appointed for each Province to dry-nurse the 
infant movement and to be its guide, friend and 
philosopher as it steadily grew. Certain conces- ; 
sions w'ere given to the societies by the State, and ’ 
their profits and operations were exempted from the 
income tax, stamp duties and registiation fees. The 
societies were likewise to be assisted with State funds 
in the initial stages on certain conditions. 

The progress of the movement was encouraging^ 
and it was found that the Act of 1 904 was inadequate to 
meet the growing requirements of the development : 
(1) That Act applied to societies for the purpose of 
co-operative credit only, and not to co-operative socie- 
ties of othei kinds, such as those established for 
production oi distribution, and (2) to unions of societies • 
in larger bodies so as to secure a large measure of 
non-official inspection and control and to facilitate > 
the raising of funds, (3) The Act classified societies 
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according as they were ‘ urban ’ or ‘ rural ’ and the 
principle was laid down that as a general rule^ socic. 
ties should be with unlimited liability. This distinction 
was found to be artificial and inconvenient, 'and it 
was proposed to recognize the distinction between 
societies with limited and those with unlimited 
liability while retaining the principle that agricul- 
tural societies must, as a general rule, be with 
unlimited liability. (4) The Act did not contemplate 
that societies with unlimited liability should dis- 
tribute profits. While not encouraging this practice 
of distributing profits, the amending bill of 1911^ 
prop_qsed to legalise,lt. A new Act, the Co-operatiie ' 
Societies Act, was passed in 1912 (No. II of 1912) 
embodying changes found necessary by seven years’ 
experience, as indicated above. 

Two years later. Government came to feel that 
the time had come to inquire if the co-operative 
movement was proceeding along lines economically 
and financially sound. A committee was, therefore, , 
appointed with Sir E. D. Maclagan as President, and 
it was instructed to direct its enquiry to an ex- 
amination of such matters as the constitution and 
j working of CeiiUal and Provincial B;inks, the finan- 
I cial connection between the various parts of the 
i co-operative organization, the audit, inspection and 
f management of all classes of societies, the utilization 
I of the reserve and the manner in which reserve' 

J funds should be exhibited in the annual .accounts.’ 
From the report of the Committee one gets a clear 
idea of the position of the co-operative movement in 
India, the nature of its organization, its strong and 
weak points and the directiouls m which reform is 
needed. 
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Co-operalive organization has for its foundation 
primary, societies, agEicultural..an^, npn-agricultural, 
credit and non-credit. A number of these societies 
“may be grouped into guaranteeing .uniojis^as an 
intermediary between the primary bodies and 
the central bank. If all societies in a district are 
closely associated with the central bank, there 
will be a large ajge^ bank at the head of each 
Province, to balance the excesses and deficiencies 
in central banks and to supply them with the 
necessary funds. All the different limbs of this 
co-operative organism must be strong and healthy 
and capable of performing efficiently the duties 
entrusted to them if the movement is to make satis- 
factory progress. 

I6I. Prospects ; — The success which the co- 
operative movement has achieved so far, must be 
regarded as quite satisfactory. But it may be asked, 
to what extent has the problem of the indebtedness' 
of the rayats, which the co-operative movement was 
started to tackle, been solved ? When this test is 
applied, it will have to be admitted that only thei 
fringe of that problem has been touched. The econo-j 
mic advantage co-operation confers upon the cul- 
tivator or the craftsman is patent ; and the benefit 
of cheap credit to agriculture has been acknowledged. 
But what is a working capital of one or two^ 
crores of rupees, for instance, of the societies in the 
Bombay Presidency, to its population and its needs ? 

. It appears that for the solution of the agrarian prob- 
lem reliance ought ^not to be placed on co-operation 
alone. It is not a panacea for all economic and other 
evils and it has its limitations. In German)* where 
co-operation has proved such a 'signal success, 
besides people’s banks, there are several important 
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agencies through which land-owners, both large ahd 
small, obtain long term mortgage credit.* The re- ' 
sources and operations o£ these Laud Mortgage credit 
Associations, the Mortgage Credit Banks, the Joint 
Stock Mortgage Banks, the Savings Banks, the Land 
Improvement Fund and Annuity Banks and so forth 
are on a colossal scale, t 

In India we have very little done in this direction, 
and if the co-operative movement were to grow four 
times as large as it is at present, even then, not 
much impression will have been produced on the 
^ situation. We believe in co-operation and in its 
' educative, elevating value. But even those who 
appreciate the importance of the movement and are 
working to help on its progress, feel that more com- 
prehensive and varied efforts must be made to raise ' 
the mass of the people to a higher economic and moral 
status. The Government must directly encourage the 
establishment of mortgage, land and agricultural banks 
' and must, for this purpose, place funds at the dis- 
! posal of such banking enterprise. Crore s of IndiV s 
Resets which arc lent in England, mayTTbe made 
> available in4ns country. In France, Ireland, Japan, 
and other countries such State help is given to agricul- 
^ grists and that e\ample must be followed in India. 

, Government officials and honorary Indian workers are 
pushing forward thcc^a^_^QLcD--operation with com- 
mendable zeal and their endeav ours are being crowned 
v'ith encouraging success. But the ignorancc,of the 
rayats is the greatest stumbling block in^their^ way,. 
and in spile of everything that is said about ' the" 
educational and mora l valud of co-operation, the 

* See J. R Cabjll's Report on Agneultural Credit and ApncuUurol 
C-o-operaUon in Germitiy 

+ Sco Principlea of Rural Credits by James B. Mormaa - 
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seldom conspicuous 
nmong members of po-operativc .societies. “We 
regret to have to saj^” observes the Maclagan Com- 
mittee^ “ that the conclusion has been forced upon 
us that in the majority of cases primary societies in? 
India fall short of the co-operative ideal. Speaking 
generally, even allowing for die baclyvardness of thd 
population, there has been found a lack of true^ 
co-operation.” 

/Co-operation is a democratic principle. It is 
the gospel of self-reliance.) But the illiteracv«jof the 
Indian masspsjtioes„not allow them to imbibe and pro- 
lit by that prmciple. Members of societies feel that 
the loans granted to them come from Government and 
they are profuse in expressions of thankfulness to 
the Registrar, its representative. They are also in- 
clined, in many cases to run the societies on com- 
mercial lines. Central banks and non-credit societies 
tend to become profit-seeking, capitalistic concerns, 
and it is doubtful how far the principle of guarantee- 
ing and other unions can be understood by the 
ordinary cultivator. The work of starting, guiding 
and conducting these institutions has, therefore, to be 
done by a few public-spirited, enthusiastic educated 
people and they are often found bossing the whole 
show. 

^ A. wider diffusion of education among the masses, 
a more sympathetic land revenue and general ad- 
ministration, an earnest endeavour to stimulate 
public spirit and an active and comprehensive 
attempt to promote the economic development of 
the country on the part of the State and of social 
refoim on the part of the people, are needed to 
make the progress of the co-operative movement 
rapid and health3% Takeu by itself, the movement 
ii 
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side that the hopeless condition of the rayat requires 
a radical euro and co-opci alive credit is only a 
palhalivc.® It is pointed out on the other side 
that tlie history oC Agricultural Banks does not show 
cither that they can wipe out agucultural indebted- 
ness 01 make co-operative credit institutions super- 
fluous , J Non-co-operali VC agricultural banks may to 
a ccrta’a''extent supplement, but they can never 
supplant co-operative credit institutions.’^ 

A little consideration will show that there is an 
amount o£ truth ni both these positions. The serious 
problem in Iiidia at which the Government has been 
tinkering for more than forty years, is the appalling 
indebtedness of the rayat. Co*operative credit socie- 
ties, which came to be regaidcd as the sovereign 
leinedy, can not frankly solve that problem. They 
will only supply short term and personal credit and 
cannot touch the leal c\il of the existing and long- 
standing indebtedness. Unless that millstone is 
removed from the neck of the helpless cultivators 
and thej’' arc enabled to carry on their operations 
f 1 eely and profitably, their condition must remain 
unsatisfactory. Since 1870, Government has tried 
several moasuies to make loans to agiicultuiists on 
the securit}’’ of their lands. These attempts should 
have been persisted in and should have been developed 
into large banking organizations. The Government 
considers itself to be the universal land-lord in India ; 
and as Sii John Strachey observed in 1870, m tins 
capacit)*' duties devolved on it “ for the improve- 
ment of the laud and for the adiancement generally 
of agriculture, beyond the ordinary duties of a 


* D E. Wachn • A'jr'c Uurnl in India. 

\ Sec "Wealth ot India *' for October, i9i6, page 5i3. 
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Government, and similar in kind to those duties 
which a good land-lord had everywhere to perform/' 


If the funds of the State had been liberally 
expended for the improvement of land and of the 
agricultural industry generally, the situation would 
have steadily grown better.The peculiar political and 
economic conditions m India required such a policy 
on the part of the State. As it w’as, the general 
economic decay and stagnation told on agriculture 
rdso, and the position was not adjusted to the 
rapidly changing circumstances. The S 3 'stein of 
granting long-term loans to cultivators to be re- 
covered in small instalments, ■was strongl)' recom- 
mended by the Irrigation Commission of -ISjOiSf-and 
their principle was generally accepted by the 
Go\ernnient of India in its Resolution on the ques- 
tion, dated 30th November, 1905. But the amount 
of the loans thus granted has always been meagre, 

rarely exceeding crorcs of Rs. for the whole 
countrv. 


Jhhovtrii this is all true, the importance of 
co-opcrfttj\e credit societies cannot he caiusaul, 
f-’" cultivator by 

none. 

opcjations are lacilitated and higher 
noddies very largely 
k! . as agricultur.n1 banks, Itnd 

cultivators who have 

tk'r-Vrt ***” Thev enable 

and, on ihcprindple 
‘ aid, to improve their coitdi- 

^'hich should not be lost" 

* *S fc 1 A 
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In India, the State has got to undertake several 
duties which do not fall within the province of 
Governments in other countries. But 'in spite of 
this, if the co-operative movement grows along sound 
lines, jt^n}St-..jaiso--the'>-cultivating “Clasises both 
matorially^^aildjnorall}". The progress achieved by 
the people under the influence of that movement, 
will be more lasting and beneficial though much 
slower. The conditions in India with respect to in- 
debtedness are in several respects similar to those 
in continental countries of Europe where the co- 
operative movement has taken firm root. And if 
co-operation has helped to elevate the masses there, 
there is no reason why similar results should not 
take place in India provided other conditions are 
favourable. 

Ret iewing the development of rural credits in 
European countries, Mr. James B. Morman observes: 
— If European experience covering more thatthalf 
a century of co-operative personal credit and more 
than a century of co-operative mortgage credit, has 
any lessons for Ameficah'Tarmws, the most im- 
portant are : — 

s/ (1) That organization among farmers, has been 
the basis of success in the credit system; 

(2) That education in the use of credit has 
proceeded hand in hand with organization ; and 

(3) That personal supervision by the farmers 
themselves over their organizations and over the 
use of loans made only for productive purposes has 
been a prominent feature in the European system. 

In no instance has any Government taken the 
initiative in establishing a rural credit system. 
When legislation by an}’- national Government has 
taken place, it has usually been for the purpose of 
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fflciHlatinpf or aiding the organization of farmers' ^ 
co-operative societies, and when Government aidluns 
been granted, it Las generally taken the form of 
loans at low rates of interest made to local credit 
societies through central or regional credit banks, 
for a Government to take the initiative in establish- 
ing, for example, a long-time mojtgagccri;dit,55!5leUL 
would seem to European farmers like trying to 
make a pyramid stand on its apex.” 

The State in India maj' make loans to agricul- 
turists and others through co-operative societies for 
productive purposes and the Maclagaii Committee 
has drawn the attention of the Government to this 
Question. 

163. rdaclagan Committee’s Report.— A 
student of co-opcration in India cannot find a 
better source of guidance and information tlian the 
report of the Mack g ui Commitlec ; and wo com-' 
mend to the reader a careful perusal 'o£ thst 
report. I'rom it he sec what the movement 
has^ so far achic\ed and what it is capable cf 
achieving. Ho will also know what are tlie weak 
and strong points of the movement, and the directions 
m %,mch it should develop will be clear to him. ‘ 
cm only oiler here a rough and brief summary d 
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masses, and not to a psondo-co-oporative edifice, Iiowever 
imposing. wMch is built in ignorance of co-oporativc princi- 
ples. The deyeloptnent of the co-operatiye movement is 
then traced from its inc^tion to the time of the appoint- 
ment of the Oommittee. The report then proceeds thus — 
It was inevitable in the beginning that credit societies 
‘should be mainly attended to, but that a demand for non- 
^crodit forms of co-operation should arise was in itself a 
^healthy sign. But such societies should arise spontaneously 
and satisfy a real need and a competent staff should 
be available to supervise them and deal with the com- 
plicated economic problems involved. Several non-agricul- 
tural and non-credit societies have been started for sale, 
purchase and other purposes Societies for the benefit of 
weavers are welcome, but * attempts to reorgamze village 
industries on a moro profitable basis should not be under- 
taken sporadically or fortuitously/ Certain type of societies 
like stores, often exhibit a tendency to ignore the moral 
basis of co-operation and care should be taken by the Re- 
gistrar that co-operative principles are followed by such 
societies, and that they do not become merely commercial 
and profit-hunting bodies. ' 

Though the primary object of the co-operative move- 
ment was to tackle tho agrarian problem through it, it is 
necessary that non-agricultural societies also should grow 
up along with the agricultural. The wage earning, artisan 
and middle classes must bo brought mthin tho co-operativo 
fold Middle class urban banks are not stnctly co operative* 
but in tho absence of joint stock banking facilities, they ar6 
likoly to servo a useful purpose, "With regard to banks for| 
tho use of largo landed proprietors, corresponding to Lnnd 
Mortgage Credit Associations, the establishment of weU- 
conceiYocT and well-administered banks of this type “ would 
bo a measure of great value not only to the iiropiietors 
themselves but also to the Government ’ 

PRIMARY SOCIETIES. 

In the case of primary societies it is on three main 
requirements that their soiuidne=s is based, viz. (1) they 
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innat bs co-opctalivo • (2) they muBt also bo buBino 83 *liko 
aiwl (j) Ibey must bo thorougbly woU supervised. The area' 
nxust be sufiiciontly xostricted to enable membera to oxorvifo 
an effcctiro mutual control, and thoir'number should not bo - 
undixly largo. Before a society is registered a scrutiny _ 
should be made into the kind o£ mou it will deal rath 
and their assets, working capital and so on Toaebing 
of co-oporatiTo principles in Tarions ways must be 
axraugcd and proper men must bo selected for the post of 
secretary and as members of the managing committee. Some 
provision is neces'^ary for ascertaining tbe previous debts of 
mombois and wherever possible, they may bo gradually pa’d 
o2 rather than that they should bo immediately cleared oa 
admission. As regards the rate of tho progress of the moTC* 
ment, there should bo no attempt at forcing the pace and 
eveept for special xca<?ons an increase in the number of , 
sociohea should radiate from existing contrea of co*opcratioR 
and should bo based on a well informed desire to iraitalo 
existing good examples 


The capital of primary societies is composed of four' 
li terns, (1) shares, (2) deposits, (.3) loans and (4)6urplas 
^irsots or reserve fund, Tho value of sharos slionld^not bo 
l^iisdnly largo “o ns to create disabilities against poor 
|titcmbor^ and a maximum limit should bo fixed to dividends 
o* ‘hares raav lo deducted from loans granted to 
,retmoorf ant the prtauplo of unlimited li.i.bii.tv or nthor 
, ‘ coatribnlory nnUrnited liability » should bo adhered to in 
the eye of ngriculfural credit roucUo^ The amounl of 
ts itt'a Ir obtained has been comparatively '■ntajl aRd 
‘iinlc’j fi* U .0 mowtmmt progr«<ies Iborc i-^ o' substantial 
is 'T. a«6 ni fb:<5 Ua-i of deposits it will haso to ho conf •'< ed 
batro opir.Vk.n ha. failed m ore of Us mam objects 
ja.npn sery urp'i*,* from locmbers arc not desirable i ft’sd 
ilotin-ofd.peciti«bouidaotor<Iimmiybclo-^ (hen nco 
tpr tuft cry piiM:stitLUtobjma.r hr nduaiodr 

( t ) . r , l« tj i drpf.^Us i,j.5 f jjj Icmporarv erroma^btta* 

lioniawr.tda-'axd.for loans, and raving 
vUhV. ‘UicUy niarkeu limit die 



Maclagan Committee’s Hepoet. 3S3 

and dealfc with on lines similar to those of the Post Office 
Savings Banks. 

The total borrowing powers of a society aro fixed by , 
the Central Bank and the ftegistrar, and the amount the ; 
society can lend is determined by this limit But it is | 
necessary for a society to fix the limit (1) up to which 
momboss as a body will pledge their liability and (2) to j 
which, members should individually be entitled to receive j 
loans. Loans are given for the ordinary operations of agri-, 
cnltnro and much assistance caimot be expected from co<>\ 
operation for ex pensive improvem ent8-.fQX_jJiich~Toeon^ “> 
^jDoa^ bo bad to fiovernment. Period for which loans should 
bo giveirfimst be carefully worked out in view of tho objects 
for wbich they bavo been made Personal security ought 
to bo the rule and sureties should be made to realise their 
responsibility The mortgage of land should only bo 
regarded as collateral security in addition to snrotios. 

Tho oompotition of societies has brought down tho rales 
of outside money lenders. ‘ So long as the rates of societies 
are below those of tho outside market, they cannot be re- 
garded as excessive and there are many dangers in sudden 
or large reductions below such rates/ It must bo em- 
phasised that < unless loans aro repaid punctually, co- 
operation is both financially and educationally an illu- 
sion , and no exertions are wasted which aim at ensuiing 
promptitude in this respect * Disputes as to arrears should 
bo referred to the Eogistrar and if he so directs, to arbitra- 
tion. Tho Act provides for this arrangement There is, 
however, a great difficulty in secutiug execution of the 
decisions , but it will not bo advisable to accord to societies 
the privilege of summary procedure. An effort should be 
made to build up a reserve fund so as to make the society 
ultimately independent of outside help. The surplus aaaols 
or reserve fund may properly be employed in the business 
of the society so long as proper provision is made for the 
necessary fluid resources. Under the Act one-fourth of the 
not profits must be carried to a resorvo fund and 10 per cent. 

45 
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6f t JO rotnsundor may be xisccl for any cbanlablo pntposo 
tritb tbc faiiciion of tbc Bogi-trar. , 

„ »■ PcriDilicnl cocslant saporvisioa aro ncccsSarr 

and for this purpose tnc otTcial machinery inn&t be euGicicnli)' 
pov?erfnL Iho audit must be co:uprchcn=:ive and thoroxxgh 
and should bo corned out under State control at tlio present 
stage of lUc co-oporati”o movotnent The time i*! distant 
u'hcn the work of making the original audit can bo taken up 
by societies thomsolve®. The work of si’perxision should bo 
carrtcd out by unions, central banks and other bodies main- 
tained by (ho Ecoictic" IhcmtolTcs. 


CENTRAL BANKS. 

Though the operations of a * central bank ’ may cover' a 
'I'lrgcr azta, il la usually expected to (inanco primary 
within a single distnct or part of a district. 
• IJeiwcon such a bank ami the primary societic*', there is, in 
j cauv- Provinces, the link of * gat ranteeing union s* a nd their 
number in Burma la largo. ‘‘ The union i» registered as a 

ard mutual gnarantco is 
f Scittd by a Tu’o (hat each guarantee, ng society shnU bo 
Itr.llo for a ly default in a society ju the repayment of « 
lo 5*3 recommended by tho union to the extent of the 
r c’ .n-ism amomit of its borrowings frora-ijon-nio’aliprs m 
, tl t^ < \\ c no'-ths preceding a call.'* This kind ol nniou 
ir \o be •J'^onglv rcjomiaeuded it will bo a great ucce^- 
61^1 of 'trv!:,c:iU to {1.0 moveaiont 
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■which wo not slmto-holdora. All shores held by individaals ^ 
should btj fxilly paid up and tho ttso of resorro liability is! 
to be d^^saealed. 

Tho total liabi lity _fl|taching to shares, whether held by 
1 individuals or sociotios, should Jbo ]imit6.1-vto -their faoe'^ 
\ value. A maximuiu rate should bo fixed for dividends, but 
lit should bo laid down on some logical principle. The 
^deposits of thoao banka will not serionsly compete with 
those of joint stock banks. Amounts held on current 
account should ho covered by sufficient fluid resources. 
Savings acconuls may also bo opened but certain precau- 
tions must bo observed. Tho area from which deposits may.: 
come, need not ho restricted. Tho central banks may 
receive advances from Presidency Banks and joint stock ■ 
banks in tho form of cash credits. Tho system of debentures i 
is not to bo much rohed upon in this connection. Loans to < 
jndividuuls arc to bo (leprcc ated and central banks should >■ 
not undertake any outside banking work. Credit of*^ 
societies to which loans aro to bo made, should bo carefully/ 
aiscosod, particularly whero there aro no unions in existence, 
and tho objects of tho loans must bo similarly scrutinized, f 

Tho period of loans must bo conditioned by tho period , 
for which deposits aro hold, as tho former, unlike tho latter, *' 
is within tho control of tho Oontral Bank. Unfortunately 
the practice of many banks is not in accord with this 
sound principle. Cash credits should bo given to societies 
which aro thoroughly well managed and co-oporativo in/« 
character. The security required from societies for loans 
phould ordinarily tako tho form of pi;2;5£toa and not - 
tho pharos held by them in central banks. Every soeioly and 
bank must have a reserve fund under the Act, but besides / 
tho l^eacivo Fund proper, which in tho caso of primary 
•■octolies, la built up out of tho indivisible net profits, 
thoio are tho < fluid res ources ’ which must be oarefnlly' j 
husbanded in order to enable societies and banks to meet 
llio demands of depositors. la tho absence of facilities for 
discounting co oporativo paper, this fln.d resource shouM, 
in central banks, bo sufficient to meet huU the deposits duo 
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ict payment witbm t3ie nc^t twelve montbs. a standara oi 
onc*tbird bcxng bold sufj'cient in tbo case o£ Provincial 
Bank**. 


PEOVmcrAL BAls^KS. 


In each of tbo major provinces there should bo one apes 
bank vbicb viU co-ordinato and control ibc vrcriciag 'of 
c« ntrcl banks 'which should bo prohibited from dealing v ith 
each other or with Presidency or joint stock banks except 
through its medium The Provincial Bank should itself he 
obliged to confino its dealings with co-operative institu- 
tions to Central Banks and leave to them the work of 
dealing with societies. The pre®cnt organiration throughout 
I;*dia i? iuLomplotc in this respect. Although in starting^ 
n rrovintial Bank individual share-holders may have a 1 
preponderating influence, representing the bnsinoss clement^ | 
it* constitution should ho so framed as to give to hfSllaled f 
eo-operativo institutions an opportunity at no distant date of 
securing a majority of votes at the general meeting. 

The management of a Provincial Bank rccjuires more 
expert knowledge and osporienco than that of a Central 
Bank, and it is dcs'rable that Iho managoment should ho 
jusinly in the hands of business^ men. All control bonks ^ 
should be Icdnccd to become afTilsated to tbo Provincial 
JJ'LT.!'. and tho latter should grant no loans to sociottea > 
of being afi'>hatcd to a Central Bank. Bong-penod 
are n.icrs’nrr io Pro'iireial Banka which should ‘ 
fia-itially acr^u'ulrtte rnridtig neiicta «nd good lifiuid 
f'^curitir? in orJtr that dfprndruco on outsido agonaic^ may 
1 dimmi®?', a. Their fluid rc«ourccs should be sufflcicnl in 
'.aionnl to cover or.i*-th:rd of the posiiblo linVIitic>? of the 
5>* k*- fan di ? iti tl’H ccur e of thcA'»'*uing jear. 

TlfWnbrCo " of a pr.-ivluei'il B-.nk 'ikr.ttU bo Jo 

fo or brats and eonlfol the Ann, res of Orutral Bank*, 


all 


bAr^tl dr *“rp1r'e ur i nspj.lcmrntirr thur deCderckrs 


f‘ *tk-y not ivihtitk in otjjoJdfl J}'< 

< t ^ r it {Xr*|4 in ^-o fir it may K-> f 
1 -i-* M- U* r| e— f'jod'* for 'hf rt pc^ic. 
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^ It mtiy 1)6 generally stated that if provision is made to 
jm^imigc-unduejofficial, influence, the movement should not 
jbe deprived of the moral and financial support which Govern- 
,’ment servants give it. None of the powers of the Registrar 
'(Should be devolved upon the 'Collectors. In certain Pro- 
Vinces the Collector or subdivisional officer is tbo chairman 
of a Central Bank. This practice is found to be beneficial 
and has its obvious advantages but these officers should not 
hold positions on the managing committees of central banka 
exojicio or as an invariable rule. The district officer 
** would stand as a welbwishor, equipped with tho requisite 
knowledge and sympathy, but need not -necessarily have 
any intimate connection with tho management or assume 
direct responsibility.’^ 

4 - 

It is necessary to c o- o i dinate economic departments of 
/Agriculture, Industry land Oo-oporation under a single officer 
' of high standing in oach Fiovinco, to be called thouBovoIop- 
ment Commissioner. There should also be an adyisory 
ag^cy at the head-quarters of Government to deal with the 
many techinal and complex problems which are arising in 
connection with co-operation. This officer should be attached 
to the Government of India and he should make inquiries 
and tender advice. Agricultural loans made by Government 
tmder Act XII of 3881 and Aot«XlX..of 1883 should bo 
granted to co-operative societies themsolves. There exists 
no agency in India ** which can be relied on to provide the 
facilities of rediscount for co-operative banks, and therebj^ 
give to their finance that elasticity without which present 
stability and tho same progressive development of tho co^ 
operative movement appear to be difficult if not impos8iblo*\\ 
Commercial banks Will not voluntarily undertake this work,^ 
and if some arrangement cannot be made with the Pro- 1 
sidency Banks, under which they will undertake the duty | 
of rediscounting 'agricultural paper for Provincial co- I 
^operative ban|^_the,only alternative _8olution appears to. 
lie in tEe^eslablishment of a State co-operativo apex bank. 
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\ t6U* Summary.— The problem of iiiral credit 
js twoTold : (1) to provide long-term credit to the 
farmer to enable him to pay off his old debts 
carrying high rates of interest and to undertake, 
more or less costly agricultural improvements ; and^ 
(2) to supply the cultivator with short-term ciedit 
so that vrith its help he may carry on his norraal - 
agricultural operations with greater ease and profit. 
The method of achieving this double object is also 
two-fold : (3) to start mortgage and other land 
banks with and without State assistance, so that 
they may ad\ ance to the land owner and farmer the 
cheap capital they require foi land improvement 
and other purposes , and (2) to teach the cultivators 
to corabmo with a view to obtaining credit on joint 
security and carrj ing on the operations of thoir 
hanks and societies on the piinciple of self-help and 
co-operation. 

The Government in India tried the first method 
to achieve both the objects stated above, and passed 
the Land Improvement Lo.aiis Act and the Agricultor- 
ists^ Loan Act in ISSSand 1881 respectively. These 
ciToTts were not, liowcvcr, fruitful and the idea of 
r.n € periment of a land bank which was to have 
been made in the Poona Pistrict about that time did 


nnt tratcrkdisc. Gut the indebtedness of the rayats . 
i.nd l1iG’‘r helpless condition attracted greater and 
grcr.ter attention as the years rolled on, and ftUen- 


tn.o r.tcthoih fd‘ove» It was 
b>- co*optratinji abne CJuKl the cij’t'r.ater cficcti^eU' 
hh CO* diticn and Co\ jrnuent decided- to 
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help him by passing a special Act. Thus in 1904 

vras passed the Co-operative Credit Societies Act j ) 
and in the light of seven years’ experience it w’as I 
amended and expanded into the Co-operative \ 
Societies Act of 1912. 

Co-operation not only strengthens the econo- 
mic position of those ivho combine for obtaining 
cheap credit and for purchasing and selling under j 
favourable conditions, but italso exercises a moral and^ 
generally elevating influence upon all those •who 
come withm the pale of the movement. It-.teaches,^, 
sel£-.help and-thrift audTosters public spirit, reopfoj 
learn to manage their own affairs and an atmosphere! 
ot sohdantyj-freedom -and cEnlightenmcnt is created. ‘ 
The co-operative movement is maldng headway in the 
country, and since the Act of 1 9 1 2 was passed, societies 
and unions of societies have been started for purposes 
other than the mero supply of cheap credit. 
Guarautoemg.unions and district central „j3anks are 
rising on the foundation of primary societies, and the 
movement was growing up so rapidly and widely that 
Government thought it necessary to appoint the 
Maclagan Committee to inquire into its position and 
possibilities. 

The essence of co-operation is that the move- 
ment should be animated by the true spirit of self- 
help and sacrifice. Moral-and materi al elevation of 
the_ people can.be -achieved only ^f they, catch tne 
genuine co-operative spirit. It cannot be said that 
from this point of view the situation in India to-day 
IS quite satisfactory. The ignorance and despondency 
into which the masses have sunk for generations, 
impede the progress of the movement. If the State 
were to patronise and control it too much, the life 
would go out of It, but it can still help in its pro« 
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grcss in various uvays. The atlitudo o£ Government 
in India tovrards co-operation in unexceptionable ; 
its oHicials sympathise and help, but do not un- 
necessarily obtrude themselves on the movement. 
The State may, however, render more indirect help 
and in a wholcsbrac way, by bringing about a general 
improvement in the political, oconoinic and social 
condition of the people. 

Co-operation in credit, purchase and sale, is 
bound to do economic good to cultivators and other 
producers. There is so much wastage going on for 
lock of organization in agricultural production and 
in the marketing of goods. Middlemen, money 
lenders and merchants absorb a great deal of vdiat 
ought to go into the pockets of the rayats, and the 
economic progress of the nation suffers. Co-opcni- 
tioii is, therefore, a powerful lover by which the 
masses may be raised materially and socially to ^a 
higher status and the Stale and ’ people must do 
c\cr3'thing they can to promote the development 
of thomo%eiiicnl. 


ShoTt-tcrni and personal creilit is being pro- 
\ uled by co-opuativc societies, and the gains made 
mubl be consolidated before the area of operations 
is Widciy c\tcndcd. Strict audit nut!' inspection by 
uiuom and central bunks ir iicccssarv and the latter, 
t'? ns prorincial banks, must bring more cap!t?l 
from outside into the mo\ement. The societies, 
tiuion*! and hankie must be conducted on sound lines 
naci then only true succc;>3 of the movement will be 
eutarod. The problem of long-term and mortgage 
tttM still Tcru'dns unsolved and sups have to be 
tnken to tackle si. Special banks rkriUng with lids 
o* crcdti v,*;!’ have to be. started and laud* 
ovnerr mart re trji bled to rairecanltu! by mortgag* 
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ing Tfith them their properties to be redeemed 
within a fixed period by stated annual payments. 
Owners of small landed properties and tenants 
must also be assisted to wipe oS their indebtedness 
and to improve their properties. This is a very 
difficult question which the State in India has to 
tahe up, and it may encourage private enterprise 
to tackle it. 
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State, Landlord and Tenant. 
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CoMoa Club Publication Sasun's of Za>i Terun i« Variety 
CeuKir.tt i John Briggs .* /V esu'l lard tax tn fnita , James Caird. 
R*/ori on tlr Eforor-.c Coritttof of Ird a / Baden Powell . Lard 
tyitan {/ Eniish Irdta , Ranadet Essays t>’ Jtiiat: Ecerof/ tts , R. - 
Dutt: Jrita tf tat Vtc*onar Age, Trd.a icrJtr Early BvtUsh Suit aud 
Oyts Le/fer/t to £ord Ctirsor or Famnts at i Eat i Asstssn.tt ts sn 
Jri a ; Gartrrmtrt of /Hta's Jltsalutlot on ZatJ Jltttnut Policy, 

G V Joshi Wr^tttys ard S/tteZes , S. C Ray; ZanJ Jltetntt 
Air*smsIra*tor it Ini a , Rtforten toe Admnisttalion of lit Botnla^ 
Prminc", 


165. National Dividend. We have so far 
considered questions relating to the production and 
circulation of wealth, and must now proceed to 
discuss certain questions concerning the distribu- 
tion of wealth. iConsuinplion is the object of all 
wealth'crcation, and the wealth produced by a com- 
nninity, must be distributed among its members in 
order that it bo consumed. The wealth pro- 
duced by the co-opciation of the v.rrious agents# 
who supply the essentials of production, constitutes 
p reservoir out of which those agents take out their 
shares. As Dr. Marshall puts it, « the labour and^> 
capiljd of the country, acting on its natural resources ? 
prothue anntrdly a certain net .aggregate of com* 
mcditii'3, material and immaterial, incluSng services * 
of ad hinds 'I hb is the true, net annual income or \ 
tevenre of the country, or the national dividend.”^ ^ 
Cools and tervices produced to satisfy Urn 
V of the commtmit*, by land, labour and capital 
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mro tlio source from which these agents are re- 
munerated.'' Each agent has a claim to a share in 
the common stock, and naturally an increase in the 
total product means augmentation o£ these shares. 
, The remuneration which the landlord receives for 
( his contribution to production, is called rent ; in- 
i terest is the remuneration of the capitalist, and wages 
*arc the payment made to labourers. The entrepreneur 
' who brings together the agents of production 
' and carries on the enterprise, is rewarded with his 
share which is called profit. Specialization in 
production has now proceeded to such a length that 
different classes in the community -have come to 
control diifereut'' agents of production, though a 
combination of these last in the same hands is not 
uncommon. ^Shares in the national dividend ob- 
tained by these classes, correspond to the contribu-i 
lions made by them to the production of wealth// ’■ 
106. Profit.^Profit is the share of the national' 
income that falls to the lot of the entrepreneur or i 
manager of an industry. It is often times confused 
with interest and the ordinary remuneration of 
labour. Profit is, however, like rent, excess of Jihe 
selling price ovei cost^f prodiictionT The marginal 
prdduccf“'ir’^uit able to 'me'et this cost, but the 
producer whose cost is less, derives a profit. In 
profit, as it is generally understood, there is always 
an element of wages or interest ; but pure profits, 
in a state of competition, depend upon varying 
prices and costs. The profits of Indian cultivators 
are thus regulated bj’’ tbe prices of agricultural 
products and the peculiar circumstances under which 
they produce. In times of scarcity, for example, 
the prevalent high prices favour cultivators in 
certain localities while their neighbours are great 
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losers. Here luck or chance pla3''s an important 
part ; but permanent profits are the result of per- 
manent advantages and favouring circumstances, 
ivhich arc, hovveYor, discounted by competition. The 
advantage of good soil, cheap credit, irrigational 
facilities, proximity to markets, utilization of im- 
proved manures and implements arc these factors^ 
But the profits will diminish or vanish as these--' 
advantages arc shared by other cultivators. This 
docs not make improvemonts meaningless because 
vrlnit is JosL in falling prices, is gaiiied^^m a la rger 
output. And here we arc speaking only of pure 
profits. 

Agricultural profits were comparatively steady 
when different parts of the country were isolated 
from one another and from the outside world, being 
disturbed only by scarcity or famine. But nor 
India has been linked to foreign countries by railways 
and steamers, and competition also plays a more 
important part than before in the determination of 
profits. The demand for cotton, for example, in 
foreign markets, acts upon the price of the Indian 
staple, and the profits immediately go up with rising 
prices though they maybe intercepted by middlemen 
and not reach the actual producers. While, there- 
fore, the cultivator in India may get out of the soil 
just enough to maintain himself and his family aRcr 
meeting the cost of the cultivation, consisting of 
interest on capital, land revenue or rent and so 
forth, the profit will be only the v.'agcs of labour., 
In certain circumstances, however, some margin will 
be left to him, which will be his profit. 

There remarks apply to the ordinary artisan or 
frafiaman also. Tho^e engaged Is domestic lndu;f- 
tsicj, the autonomous workers, will normally be able, 



j^EOPIl’. 


to get just enough to maintain themselves, that is, 
wages, unless the demand for their products in- 
creases and enhances prices. As we have shown in 
a preceding chapter, tho)'- may not be able even to 
get these wages and may have to give up their 
callings. “Taking India, as a whole, although 
there has been an increase in industrial prosperity 
and development in the period between the censuses 
of l^Land-4-911^ competition with imported articles 
and the products of factories, organized on the' 
latest methods and worked by machiuer}’-, have ruined 
many of the handicrafts, especially the haiidloom 
industry and compelled people to leave their ances- 
tral vocations for other means of livelihood, notably 
agriculture".* Conditions created by the War, 
have favoured several classes of producers, who, in 
normal times, could just make a living or led pre- 
carious lives, and they have enjoyed a temporary spell 
of prosperity j but the profits of these industries 
must disappear with the cessation of the war, unless 
economies are introduced in the meanwhile or prices 
remain at a sufficiently high level. 

The profits of industries conducted on modern 
lines have been sufficiently large. Cotton, jute and 
the mining industries have a margin left to them , 
which has encouraged the expansion of manufac- 
tures. “ The number of these is, however, very 
small. The rise of prices has undoubtedly benefited 
them in as much as the price of articles produced by 
them, has in most cases far exceeded the cost of 
production."* There are, of course, ups and downs 
in the condition of these industries, and the scale 
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o! profit, in the ease of the cotton industry, Cor 
oxampic, IS regulated by the slocks of piece 
goods in the market, the price of rav** cotton, the 
supply of coal and so forth. 

107 . Interest The remuneration of”i6apital 
in India is high, and it is notorious that rates of in-' 

' lercst are "usurious# There is never a uniform rate 
of interest auj’whcrc, much less in a country like 
India. In western countries, the rate gradually.'' 
fell down till at last it has now been raised by the 
enormous demand the War has made on capital 
throughout the world. Where competition has free ' 
play and there arc banking facilities, variations in 
the rate of interest arc rare; but in the absence' 
of these conditions, it rules very high. It is also 
high where the supply of capital is inadequate, 
and millions of British capital have thus been 
attracted to the Colonics and to forcigdn countries. 

Mr, Datta's inquiry led him to the conclusioii 
that the rale of interest in India vas slcadil}' dccHn* 
ing. He oh5cr\cs «Thc rate of interest on 
ngncullural loans varies widely in different parts 
of India and c\on m liio same place, according to' 
the ccrdibility of the cultivator or the security' 
oitcTcd ; thus in Bengal, il is said to bo 36 per coni, 
in Eastern Bengal 37 | to /5 per cent., in the 
Central Provinces anytinng from 6 to 100 per cent*, 
and in Madras C to 36 per cent. It is, therefore, 
d’fbcnlt to collect statistics to show whether thcrate 
has increased or decreased. But the general belief is 
that the r^’lc oi intercut hai been lowered except in 
some pisrts vriicrc rcstrictioiu, have been placed by 
law on idsciinlion of 1 jud, tUiw reducing the value 
. it i‘ onii from the c\iflcncc collected 


tLit lulr Vvering oftlie rate hu'j bcun due to m- 
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creased wealth and a consequent increase in tliej 
number of money lendeis who compete with each 
other in reducing the rate. Co-operative credits 
societies have also doubtless contributed to thesd 
results in places where they have been cQnstituted.”t 
The rate of interest on Government and other 
securities steadily declined for many 5’-ears and only 
the War loans have now pushed it up. In the 
busy season, the rate for temporary accommodation 
is high and this rate is always fluctuating. Money 
lenders can always command a high return for 
their capital, and agriculturists, artisans, crafts- 
men, small traders and other needy people cannot 
borrow without paying a heavy price: There is an 
element of risk in these transactions, and the bor- 
rowers are very needy. Hence the prevalence of 
usury over almost all parts of the country. 


// 


168. Usury ; — As in western countries, so in 
'India, usury has always been condemned and the State 
Ws every where endeavoured by means of legislation, 
to discourage it. In i9i4, the Government of India 
issued a circular leCCer" to local Governments on 
the subject of the feasibility of preventing the 
use of civil courts as an agency for the realisation of 
usurious demands by money lenders. The issues 
raised in the lettei were, (1) whether the courts are 
as a matter of fact at present compelled to give , 
effect to unconscionable contracts and to enforce the 
payment of inequitable and extortionate demands ; 
(2) whethei, if the answer is in the affirmative, this 
abuse of the authority of the courts has attained 
such dimensions that it is expedient to take steps to 
remedy it ; and (3) in what manner it can be pre- 


f Report on High TTwe*. 
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vented without engendering consequences more 
prejudicial to the interests of those concerned than 
erist at present. 


The main remedies, the letter went on to state# 
for the suppression of usury, were perhaps the 
following : ( 1 ) the fixing of a legal maximum rate 
of interest recoverable ; ( 2 ) the determination of 
a legal maximum amount of interest recoverable, 
cpmraonly known in India as the rate of Damdupat, 
and (3) the bestow.al of authority on the courts to 
p,o behind a contract, re-open a transaction, and 
reduce the rate of interest to what is thought to be 
equitable. The third line of action has been 


embodied in the English Money lenders’ Act^of 19 OO. 

J ho Government of India has anticipated and 
stated the various objections that ma}’ be raised 
against the undertaking of any legislation on these ^ 
lines. For instance, it is contended that it would 
interfere with prn ate contract, tliat it would increase 
litigation and harrass the ordinary operations of 
trade and it would be incifcctive. There is much 
inrce in these objections, and the results of the 
one ration of the Dcccnn Agriculturists’ Relief Act, 
have uci proved very satisfactory. The Government 
of India itself wisely observes in its letter tlial it 
wouldnot be right to argue that * cverythinrr is the 
fault of the money lender and that the debtor is 
nUvuys a bhmejess and injured innocent.’ Usury 
iavvch c uccn condemned by economists as a tisej 
k'i and undesirable inurfcrcncc with liberty, but ibid 
c-'mdnmraijni’sK'-.redon the arsumplion tliot 

re^'t upon the cqu'dity of business opportunity* 
nnd the rteo competition of capital. « Under sticli 
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conditions,” Selignian points out/ usury laws are \ 
futile and worse than futile, becalisc they either tend ' 
to evasion or become a drag on industry”. Where ‘ 
these conditions do not prevail, and the lender is iiv 
a position to lake an unfair advantage of the 
borrower, it is necessary to protect the latter. Laws 
in France, England, Germany and America, grant 
sucli protection to the borrowers, and in a country 
like India measures of this kind are absolutely neces- 
sary. As Gido points out, “ it is no more of a , 
contradiction to allow liberty as regards the rate of 
interest, while punishing those who make a pro- 
fession of lending at a high rate, than it is to allow 
consumers the liberty to drink, while punishing 
publicans who supply drunkenmen.” f 

169. Rent from Land:— Having so fa? dealt 
briefly with the shares in the national dividend taken 
for the supply of business organization and capital, 
and reserving for the nevt chapter the consideration 
of the remuneration received by labour, we shall 
proceed to the coasiderntion of the share of the re- 
maining participant in production, v^z. land. The 
word *ient.’ is used in common, parlance to- connote 
the price paid for the use of a thing c. g. a house, a 
machine or a carriage. But more often it is as-j 
sociated in the popular mind with the price paid or 
obtained for the use of land. This income from' 
land is irrespective of the returns received for the 
capital invested or the labour expended, and the 
theory which explains the emergence of land rent is 
famous in Political Economy. ^'Reut is due to natu-^ 
ral variations in soils, or to the varying advantages 
given to sites, not by the owners of the sites, but' 
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by the distiibution o£ population and llitj means o£ 
tran'iport. It the piiyinent of rent were stopped^ 
the fertility of good soils, the convenience of good 
sites, would not dimmish ; for the rent receivers did 
not create and do not maintain; that fertility and 
that coavcnience.'*t 

This character of land rent, the limited supply 
of land, the national and economic importance of the 
food and raw materials land produces, the social 
cifects of the possession of land by a certain class 
in the co nmunity, — all those factors have invested 
The question of rent with u peculiar interest. How 
land 13 held and owned, how it is hired out, how its 
produce IS distributed and how the community is 
aifected by land laws and land rent, are questions 
w.aich have been hotly debated in all countries. 
Schemes of land nationalization .md of a single tav 
on hvod, iiave been discussed and the heavy taxation 
and absorption by the State of ‘ancarneJ mcrement’ 
hi\ebcen .idvocvted It i-^, therefore, necessary to 
dc".! here wjlh the qucsiion of the land tenures which 
pff'T .111 m India, particuhrlj’ because agriculture is 
th«' prodomhi int ind.Htry o£ this country and the 
of the m‘iS '1 of the population depends on 
the of land tenure and the share of the rayats 

I»i :'i=' ntoilucc of the land-» they cultivate. 

170. KlrJiMj out Lund; -1 he proprietor of 
I'-m! mty either Ica«e h to farmers and ^tenants or 
C'l’ts'.ate It himrdf. If tli? laud belongs to the 
cammunily, the Govenu* o it is the proprietor and 
Ivy-tjf It to tenants, who real to it. If pritate 
I' 'hvIJ {;rc prcpriftois, tncy rccehe the rent 
thci“ lenunts. \tncTC t.ii flriit prc^<ii.^f 
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there isomplcte nnlionalization of land, which is the 
idciU of niony soemhsts, who .regard landlords as 
parasites. The second system prevails very 1 irgoly 
in England \\here the bulk of the land is owned by 
private proprietors, lienee the agitation in that 
country aeanv't unearned increment and the nationa- 
hVstioii of hmd. Thirdly, the proprietor may 
cuitivatc the land himself, and France is the classical 
ovaniplo. of this system which also prevails in 
Araonca. It is a system which is highly praised by 
economists and is held up to the imitation of nations 
wheio tenants cultivate the lands of proprietors. 

Under certain circumstances, farm tenure is 
economically beneficial and socially unobjectiounble. 
If the landlord takes interest in Ins land, puts capital 
into It and improves it, the fact of its being let out 
to a farmer cannot be urged as a disadvantage of 
the s) stem. But such landlords are few, and gcucr- 
nlly land is neglected and tenants are oppressed. In 
the liands of the peasant proprietor, on the other 
hand, o\m ng to ‘the magic of private piopertj’, land 
becomes more productive and from the point of 
view of society, this is very desirable. Even where 
land IS hired out, the Metayage S3stein, — under 
winch the rcntispayable'm^kmiTiilstfe’aabrrnfuaney 
and consists in a proportion of the crop instead of 
bcingTixed for a term of years, — is preferable. 

^lorc has perhaps been written about the systems 
of land tenure in India than in any other country, 
and it is after a prolonged and elaborate invcstiga. 
tioii and discussion that the rights of various parties 
bUcK as the State, the diifcrcnt grades of landlords 
and of tenants, have been determined with anything 
like precision. For more than 125 years, these 
questions have been debated and even now the con- 
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trovcrsies arc not at an end. Man}" held and hold 
‘to-day that the State in India is the universal land- 
iord, and therefore the land revenue received by 
‘Governmont is not a tax but is a rent vvhich a pro- 
prietor may claim from his tenants. They, thorcforei 
foui that land aationaltralion, which is only a dis- 
tant and perhaps an imaltainable ideal in other 
countries, is an accomplished fact in India except in 
’ those places whore the Governmont has deliberately 
, conferred the proprietorship of lands upon in- 
dividuals. It isr therefore, usual to exclude land 
revenue from the amount of the burden of taxation 
that falls upon the people, as it is supposed to con- 
stitute rent which tenants have to pay to the land- 
lord whether he is a private individual or the Gov- 
ernment. 


17 L State Irandlordism State landlordism 
is net a mere theory ; it underlies the land revenue 
pciic} of Government m actual practice. If the 
State 13 the landlord, it is cnlilled to take away the 
prohts of u^^ncallurc ns rent, leaving to the oc- 
cupunt Wuc nee and little more. It is not- 

ohicMjh denied tint the portion of the income from 
the hnd enuned by the f^ovcriir.iout was excessive 
and tint th 3 Slate deman 1 vras steadily moderated** 
Lord Ccrn^.vliishi Permanent Settlement proceeded 
On titc prri"'inlc lliat the blatc was the proprietor of 
thv 50 j. In that lapicity it icnoiricod its^rights to 
th'-re In the rental of the land. But 
It v.% a lliv which n -• 5 renounced it vras not 
re, ilsoii told the Legis'atJvc Council 

u* {‘iiiOtkit ‘hiod revenue couM only be regarded a? 
r^rlhrud .t.imrs MUl tpoko in of rcui of 

, C ij. n-.j ncurisi boll 7* *VW. 
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,land in India having always been considered the 
! property of Government. Though few have the hardi- 
hood now to reiterate the theory of state landlordism 
in its nakednesso in the face of its r^gpudiation 
by authorities like the Court of Directors, the 
Secretary of State and oiBcials and others who have 
studied the question closely, the land revenue policy 
of the State is actually animated by the exploded 
belief and veiled references are made to it from 
time to time.* 

The assertion is found repeatedlj* made that 
land has, in the East, belonged to the sovereign from 
.time immemorial, and that the British Government 
dn this country only accepted the principle and 
! followed Ihe^practice of the old rulers. John BriggsJ 
has examined the subject at great length and com- 
bated the assertion about the State being the 
universal landlord in the Eastt He observes : — The, 
preceding portion of the book has, I trust, proved 
that the occupant of the land alone was its sole 
proprietor ; that the demand on him for contribut- 
ing to the support of the State, was a sort of 
income tax, viz. a limited portion of the produce of 
his estate and that this portion was fixed in time of 
peace bnt liable to increase in time of war and that 
under all circumstances, it left a certain surplus 
profit to the owner, equivalent to a rent. Bloreover, 

I hope 1 have established that the sovereign never 
claimed to be the proprietor of the soil, but of the 
land tax he collected through local agents and ex- 
pended it in such a way as the Government thought 
fit.” ’ 


See G V. Joahi's Wntingg and Spccchcc, page 573. 
? The Land xo Indn. 
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In a despatch to the Secretary o£ State, dated 8th 
June, ISSO, Lord Lytton’s Government observed 
The Government undoubtedly is the owner of a Krst 
charfje the amount of which is fixed bv itself on the 
produce of all revenue-puj'ing land in Iiidsa ; but ’ 
over the greater part of the Indian Empire it is no 
more the owner of the cultivated land than the 
owner of a rent charge in England is the owner of 
the land upon which it is charged* If the charge is 
fixed so high as to leave nothing for the cultivator 
such a maintenance as will keep him from desert- 
ing the land, it may of course be said either thatpfo- 
perty in land does not exist or that it is vrortlilcsb." 

The old rulers ne\cr claimed to be the proprie- 
tors of the lands of their subjects, and for the expen- 
ses of Qq\ ernment took a certain share of the pro- 
duce of the fields, estimated at from one-tenth to" 
one-sixth. The Mahomedan Kings follow’ed this 
practice and sometimes may im\c raised the share to 
one-third. So long as the tax'was taken in kind, the 
system was most clastic and, in fact, the ; actual col- 
lection was adjusted to the yield. Even when in 
later years the gram share was commuted into 
monc} payment, the same elasticity was maiuiaiiicd 
and Government rarely worked up to the standard 
laics laid dowu. 

1*2. o? Proprlctorship.—Thc British , 


oncers v.ho were confronted with the task of revc- 
I'Uc msnngc'ncnt in Bengrd in the last quarter of the 
LUh centuri*, were totally ignorant 'cf the old sys- 
tvi^i cf hnd tenure r.nd cC ta\’-d'on. They were 
lonrounded V iih the chtouc contulion iuio which 
the pro ‘bee had been thrown and the conFiicting 
Cl nms winch were put forward to propriclOTolup of 
if.nd. Old records were rcarchcd and fcrutinised 
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and different systems of assessment and collection 
were tried. But the confusion continued and at last 
Lord Cornwallis felt that there was onl}’’ one way 
^ out of the dilBculty and it was to recognize thehere- 
ditary collectors and farmers of revenue viz. the 
Jamindars as proprietors who were to bo held res- 
ponsible for the payment of the dues of Govern- 
ment. 

Baden Powell has given nn extremely interest- 
ing account of the different ways in which, in the 
course of history, rights of proprietorship developed 
in the different parts of India. The old] rulers levi- 
/ cd a tax on all lands except those which were deli- 
berately exempted from it viz., lands possessed by 
court favourites or persons who were rewarded for 
their services to the state or religious institutions* 
Jahagir and Inam lands were of this class. Lands 
really belonged to those who or whose ancestors 
had cleared and reclaimed them. But in the viscici- 
tmles of fortune, in times of foreign invasion 'and 
civil wars, these proprietois were dispossessed and 
were reduced to the condition of tenants. These 
conquerors were themselves later on made to give up 
• their ownership when another wave of invaders or 
immigrants came, and they ^became superior kinds of 
tenants. 

Old princes and chiefs who were thus brought to 
subjection, were often, as a matter of policy, con- 
tinued in possession of their lands on condition that 
they collected and paid into the public treasury the 
tax levied upon their tenants deducting and reserv- 
ing a certain share thereof for themselves. Far- 
mers of revenue and revenue ofneers of Government 
often made the lands, whose revenue they collected, 

■ their private property. Leaders of turbulent .and 
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restless tribes look advanlnge of the confusion of 
" the times and also became proprietors. Several 
families of Jamindars and Talnkdars thus came to 
have a share in the produce of the fields cultivated 
by inferior holders and tenants. They and Milage 
leaders v;crc recognized by tho British Governnicnt 
v.ho settled vrith them what they were to pay to the 
State out of the rents they received. 

ITS. 'Diri'erent Tenures. — The first tWo 
generations of Britisii rule m India were spent in ev- 
pcrinicuts in land revenue settlement. In Bengal 
-the State dealt directly vnth landloids, and the tax 
1 lo\ icd on them v as made permanent. This system 
was also adopted in nottli "Madras. Bat in the 
KorthAYestern Provinces, proprietors of large 
estates, T'lahals or visages, jointly held by them in 
' ceriam snares were rccongaizcd and a lump assess* ' 
ment v.'S IcMcd on the i cats received by them. 


In the Punjab hnd it as generally held by 
peasant propTit-tors Ining v\ vjn.»gc communities, 
tnch villa ^rc colloclivciy pajdng the Land tax, which 
vas rc\}'=;id at each nt vr settlement us in the 2^orth- 
We'tern r'’o\jntcs. Govcrrmenl in Madras was in- 
clined to rcco„uL c such Milage comummtics they 
feund in crustcnco tucre though the ties which 
bound the pro^w^ctors of I'^nd were uot,iikq tho'JC in 
Korth.ern Jiuli ties of blood und common aiiccstiy, 
aupposc 1 rt r. 1, bm tier, of a long rcsldenco in the 
same loc. Illy e; d of C''-n>ncn interests. But the 
vjH'wrf, f ^ ^ rccogntrc'd nn4 

'SMI*'' brr ‘Uti en V' ”-i t’ e ,\ ly >!* ;i’-i nvaleax w'»^' in- 
Uosh {•■ t! sn i *sLidj P'e dd nev, 

‘ In*, .*. ■* ; .'.ft' e-l » 

r'/ i.tVr- i \ ^ ’CU'*'- 
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fis its proprietor-pays direct to Government. He 
is at liberty to sublet liis property or to transfer 
it by gift, sale, or mortgage. He cannot be ejected 
by Government so long as he pays the fixed assess- 
ment and has the option annually of increasing or 
diminishing his holding, 'of of entirely abandoning 
it.” The system in Bombay is also rayatwari and 
the so-called occupant is as much a proprietor o^ 
his land as his brother the Jamindar of Bengal, the 
only difference being that in the case of the latter, 
the land tax is perpetually fixed whereas in the 
case of the former, it is liable to enhancement. In 
Madras, the Government itself has stated that ^*the 
distingmshing feature of rayatwari is the limitation 
in perp^uity of the demand of the State on the 
land. The rayats have thus all the advantages of , 
the Zemindari tenure, while the State has a valuable 
reserve of waste land, whence as cultivation extends, 
its resources will be augmented so as to meet the 
increasing demands on its finances which the pro- 
gress of the country will entail : and in practice 
this leading principle of rayatwari has never been , 
infringed.” But this principle of rayatwari is not 
observed in Madras and Bombay, and at each pexiodi-i 
cal revision the land tax is screwed up on the\ 
implied principle that the State is the landlord and r 
is entitled to receive an increasing amount of rent 
from its tenants. 

,// Three points must here be noted: — (1) The 
person with whom the State has settled its land 
revenue is the proprietor of the land, be he a 
Jamindar, a village community or a brotherhood or 
a peasant cultivating his own land, and in whatever 
manner the right of proprietorship may have been 
acquired. There may be inferior proprietors under 
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.them or proprietors having superior rights over 
'them. The status and the rights of these have been 
now settled and their shares have been fixed; ( 2 ) 
except in Bengal and a part of Madras, the tax 
levied upon the Jamindar, the joint village, the 
brotherhood, the Malguzar, and the Taluhdar, is 
subject to a periodical revision ; and (3) in -the-,-... 
case o£ landlords and joint village communities, 
the ‘tax is axsrtain proportion of the rental or net 
assets and in the case whore the State" de‘als direct 

s *> .* 

with the actual cultivator, the tax is a share in 
the net produce of each field. 


174. Effects of the System.-~The econo- ' 
' mic significance of these features of the principal 
systems of land tenure in India lies in their effect 
upon the condition of the agricultural industry and 
the cuUi'X'aiing classes. Where a Jamindar, a Taluk- 
dar, or a Malguzar has been recognised or created > 
by Government to stand between itself and the 
tiller of the land, the State takes a certain well- 
defined share of the rent received by that landlord 
from his tena’ ts, say 60 per cent. And in cases, as 
in Madras and Bombay, where it deals direct with the 
cultivators, the State is rupposod to step into the 
position of the landlord and to lake the econo* 
,aiic rent from them. If the Government is not 
th* l,ino ord, its rcv'cnuc is not rent, and this 
If.nd tax of £0 or 60 per cent and more, —-at , 


oiic time and lu ceitain arcimj, it was avowedly 
m h'gh 70 per cent.— must be a crushing burden 
Mfn O’v agrictfit^rrd iiidnslry and cannot but have 
aettt ! prcjUd’C'^dly nnon the condition of the people. 
}« more, the burden is liable to incfcsso at 


evi.rj because the State as landloid 
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claims an increased share in the not produce of 
the land. 

These effects have been felt by the rayats for 
generations, and the State was itself moved to soften 
the rigour of its system. But so long as the princi- 
ple is there, animating the fiscal policy of Govern- 
ment, mere palliatives will be of no use. In the 
matter of other industries, if a tax tends to fall on 
capital and to hamper their development, the State 
is called upon to and does refrain from imposing it. 
The agricultural industry, however — ^the premier in- 
dustry of the country — one which is admittedly in a 
deplorable condition, is exposed to a heavy tax which 
ma}' amount to the economic rent./ In his minute 
on Indian land revenue, Sir Louis Mallet remark- 
ed ; — ” On the one hand, we see a system which 
sweeps into the coffer of the State fifty per cent. ' 
or more of the net produce of the soil, thus diverting 
a fund which, in countries whore private property 
is absolute, would to a great extent, find its way 
back again into channels of agricultural improve- 
ment. But the amount of the produce thus diverted 
is not only large — it is also uncertain,*'* 

The old rulers did tax the laud, but never set 
themselves up as the proprietors. They took one- 
sixth or one-eighth of the gross produce and the tax 
rwas taken in kind. Metayage prevailed largely in 
India as it prevails in certain parts to-day, and 
was very advantageous to the cultivator. The 
Government took as a tax a share of the grain 
actually produced, and this tax varied according to 
the quantity of the yield. The commutation of the 
payment of corn into money payments and the 


• See Dtttt’e ‘‘Open Letters to Lord Curson ” pages l84-lSS, 
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rigidity o£ rcTonue collection, deprived the systew 
of all elasticity and made the lot of the cultivator 
harder ; and thus was it that sympathetic and careful 
students of that system, like James .^^Caird, felt 
inclined to suggest a restoration of the old Matayei 
system. Taking the sj’-stem as it was, Mr. Caird also 
recommended the conversion of the rayat’s tenure 
into a £ree*hold. He wrote " Whilst the majority 
of the Indian cultivators ma}' indeed find it neces- 
sary to adhere to the Native principle of continuous 
tenancy, a Government such as ours in India, should 
oitcr every facility for changing the - tenure to 
‘ free hold, both because it can be done w^houl loss 
of revenue and when dono and in the process of 
doing, that change would enlist the willing help 
of the most numerous and most industrious classes 
in improving the yield of the land and unite their 
interest with that of the rulers through whom their 
possessions would be assured." 

iT5. Reform Kceded. — A flourishing and 
contented peasantry is the backbone of a nation, 
and^ i.gTiculturc may he described, at least in • 
India, as a *kcy industry’; and it is necessary 
for tnc State to pursue a policy which will pro- 
mote the economic wclhbcing of the cultivating 
classes, li is for this reason that a peasant 
proprictorsliip is favoured in all countries”, That is 
rliO the reason why a moderate assessment of 
rc'ienuc, which will not be enhanced for- a pretty 
long pericd. il net a permunt sciticmeut of it, has 
been rccoT-mcndcd to Government.* If there is an 
otitcfj' m rngkmd {ig.iinnl landlords and their un- 
canted increment, the conditions there arc ijuite 
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different from those in India, an^ the policy of the 
British Government in ameliorating the condition 
of the Irish tenantry is an example in point. " Wo 
have but one alternative,” writes John Briggs, and 
that is to acknowledge, in the first place, the fallacy 
of that doctrine which assumes a right to take the 
whole surplus profit from the land-holder, and to 
recognize the opposite maxim that the more which 
is left in his hands the greater will be his means to 
contribute to the national wealth, and consequently 
to the public revenue.’”t 

But if the State does not, in its capacity of land- 
lord, take rent from the rayat, some one else will, 
as rent must be paid for land. No. If the cultivator 
is the real proprietor, the ' mirasdar, as in the 
Deccan, he has no rent to pay, though he may pay 
a small land tax. The bulk of the agricultural 
profits will remain to fructify in his pocket. Is not 
the cultivator, however, extravagant and is it not 
better that the surplus produce should be taken by 
the State to be usefully spent on social improve- 
ments ? We leave this argument to refute itself.* 
It is also urged that the value of land is steadily 
going up and that it is an indication that the burden 
of the land tax is not heavy. There is so much 
subletting of land in the country, it is contended, 
and the under-tenants can afford to pay rent to the 
occupant of land and maintain themselves decently; 
land revenue is likewise paid without any difficulty; 
all which goes to shov/ that the rayatwari and other 
Indian systems of tenure do not press on the agri- 
cultural classes. The price of land and the rental 
value have indeed risen in certain tracts, but compe- 

The PreNQt Lend Tas in Indie ** Sss next Chewier. 
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tition of people “vyho have no other means of subsis- 
tence and v?ho have overcrowded the agricultural 
industry, is probably more responsible for this ^ 
phenomenon than any thing else. The Indian 
cultivator is not to be compared with the English or 
American farmer armed with capital and carrying ’ 
on his industry on a large scale. 

176. Protection of Tenants.— Wliile, there- 
fore, it is necessary that the theory of State land- 
lordism should be given up, peasant proprietorship 
should be encouraged and the land tax should bo • 
moderated so as to leave more m the hands of the , , 
cultivators, it is equally necessary that the interests 
of tenants and subtenants who pay rent to private 
landlords, should be properly safeguarded. The ' 
State has a duty to perform as much towards the 
tenants of the Jamindars and other landlords whoso 
rental it shares as towards the peasant proprietors, 
the rnynts, whom it directly taxes. When Lord 
Cornwallis settled with the Bengal Jamindars and 
made the tax they had to pay permanent, he expect- 
ed not only that the payment of State revenue 
would become secure, but also that the landlords 
would improve their estates and that the condition 
of the tenants under them would steadily become 
better.* But these expectations were not fulfilled 
and the state of the Bengal tenantry continued to 
be deplorable for two generations. 

The land tax in Bengal was pitched sufficiently' 
high, being ninc-tcnihs of the rental, as it was 
permangnily fixe d and the tenants could not pay 

•*’ I ih(5"t t1:8* XamhtJtlrjr would la 

<o*r: ot the s^rul) ly » dc« nUrs i»a 
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their dues to the landlords. The latter had little 
protection against exactions and were harshly treat- 
ed. Security o£ State revenue required that the 
Jamindars should be enabled to collect their rents 
from their tenants with ease ; otherwise they would 
not be in a position to pay the land tax to Govern- 
ment. Regulations passed in 1812 and 1822, gave’ 
little relief to the tenants, and one important duty 
o£ the State which ought to have been discharged 
early in the last century and which practically 
formed a part of the general policy of the Permanent 
Settlement, was neglected. 

Tenants, all the world over, require protection 
against landlords, and it is extended to them in the form 
of fixity of , tenure and fair rents. While the Go%^ern- 
ment of India dealt with the Jammdars and took as 
its share a certain portion of the rental, it left them to 
collect whatever rents they could from their tenants. 
For a long time the status and rights of difierent 
kinds of tenants in the various Provinces had re- 
mained in a condition of uncertainty. Inquiries 
were, however, made, and in the course of the' 
latter part of the last century, the position of the 
tenants was defined and their rights were secured. 
This is a piece of work done by the State, the im- 
portance of which it is difficult to overestimate. 

As we have already pointed out, landlord rights 
had grown up in a variety of ways, and it was no 
easy task to determine the landlords’ relations 
to the difEerent kinds of tenants. A wave of immi- 
grants came into a province and reduced the land, 
lords there, the descendants of the first settlers, to 
the position of tenants. The latter had rights, 
however, which were superior to those of the other 
cultivators who came later. Thus there were in 
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Bengal the Talukdats and Tenure holders \rho 
occupied a specially favourable position which Tnd 
to ba recognized ; and the khod-khast-rayat$ or those 
' who cultivated the lands where they rcbided, were, 
jthereEorc. given leases without any limitation of 
'period as agamst the Pykost raya’ts or those who 
j cultivated the land of villages where they did not re* 
side, and who held their lands upon a more indefinite 
'ftonurc. Tenants-at-will stood on the lowest rung 
' of the tenure ladder. 


ITT. Tenancy Rets.— It was in the year 
1S59 that the first modern In^an tenant law was 
made in Bengal, and in 1885 the Bengal Tenancy Act 
was passed, removing the defects of "the earlik 
legislation and more elaborately securing the status 
and privileges of all classes of tenants. “ The Act 
provides that every rayat who has held any land in 
a Village for 12 years, acquires thereby a right of 
occupancy, and SO to 90 per cent, of rayats have 
such rights. A small number of rayats hold at fixed 
laUts c£ rent and the remainder arc without a right 
of occupancy. Even the latter, however, cannot be 
ejected except in execution of the decree of a 
competent court, nor can their rents be enhanced at 
shorter intcr\-als than five years. The .‘Vet A\*as 
amended by Btngrd Act I of 1907, with the object ' 
of giving greater facilities to landlord «5 for the 
ccliection of rent and at the same lime of guarding 
atminst cnlunccmList of rent by colUisHe corupr<> 
nnset, and removing the ambiguities, anomahts 
defects brought to light by iwcmy voais' experience 
of the i^-ori:ing o; the Act. 
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The Bengal Act of 1859 was extended to the 
North-Western Provinces and it gave the right of 
occupancy to all tenants who had occupied their 
lands continuously for 12 years./The Agra Tenancy 
Act of 1 9_0l provided that the change of a holding 
or dispossession for less than a year should not , 
operate as a break m the period of twelve years. It 
also provided that a lease, unless it was for at least 
7 years, could not bar the accrual of occupancy 
rights, the object being to induce landlords to 
grant their tenants long term leases even if they did 
not wish that the tenants should acquire any rights. 
The rights of non-occupancy tenants also have been 
secured and if their rents are enhanced, they are en- . 
titled to hold lands at those rents for at least five 
years,'^ 

' ‘ The position of the tenant in the Central Pro- 
vinces is much stronger than elsewhere. {^'There the 
Government determines, at each settlement, not 
only the amount payable to itself by the landlord, 
but the rent he is to receive from his tenants. The 
right of the "absp.lute occupancy’’ tenant is heri- 
table and transferable, subject to preemption on the 
part of the landlord, and includes fixity of rent for 
‘ the term of the settlement. The occupancy tenants 
'• have their rents fixed at settlement which are liable 
1 to enhancemen^y^ajceypnue.officer at intervals of 
vnot less than ten years. The position of ^absolute' 
occupancy’ tenants is special and their rights cannot 
be acquired, but the rights of the other class can be| 
obtained by the paj^ment of a premium of ^Tl^oars'* 
rental. By the act oU8,98j.hc rents of non^cu 
pancj' tenants have been fixed at settlement and ex- 
horbitant rents are liable to be reduced, the right of 
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transfer being Nyithdrawn as in the case of occu« 
pancy tenants. 


In the Punjab, half o£ the land is cultivated by 
peasant proprietors and some ten per cent, is held 
by tenants, ^vho, on historical grounds, have been 
recognized as occupanc}’’ tenants with special rights . 
end the remaining 40 per cent, is held by tenants- 
at-vrill. Occupancy tenants are protected by law 
from arbitrary ejectment and enhancement of renl.' 
The other tenants may be ejected or have their 
rents enhanced, but if they are ejected, they can 
claim compensation for improvements made by 
them. By the Alienation of Land Act ^o£ 1900, the 
Punjab Government sought to remedy the evil ot 
the passing away of lands into the hands ofmoney*- 
cd classes from the possession of the old agricultural 
tribes by imposing restrictions on alienation. 

In the Jamindari areas of hladras, the rights ot 
tenants have been secured by the Madras ^Estates 
Land Act of 1909 which repealed and reenacted the ^ 
old Madras Rent Recovery Act of 18<>5. The main 
principle of the Act is that every cultivator ndadl' , 
led by the landholder to the cultivation of the tstalc 
Jandr ha^ the status of an occupancy rayst who is 
protected against eviction so long as he continues » 
to pay the prescribed rates of rent. Enhanc-cment of 
rent h allowed only on certahi dearly defined • 
grounds and a non*occupnncy tenant also may ac« - 
occupancy rights under certain conditions. 


Hombny Tenurcs.—In Urn ray{tl^^aTi 
U'.ets 01 M'.drir a’?d in Bombay, the rayats arc- av” 
bjve 'be '-"u proprietors of , Ihur hnid5, - 

subject to the rcrf^drir payinent of the bind tav to ^ 
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GoTernment. There are other tenures in the Bom- 
bay Presidency besides the rayatwari or surrey 
tenure, but they are confined to small areas and to a 
small section of the population. There is the luaia 
tenure, under \rhich Government has alienated a 
part or whole of its claims to revenue. Grants of full 
or partial exemption of land revenue were made 
by former rulers as a reward for services done or to 
be done and to religions institutions. They have 
been continued on certain conditions and services 
have been commuted, in several cases, into money 
pajrments. The Talukdars of.Gujarat are the des- 
cendants of old ruling families, and pay /h/v/a to 
the Government which is either permanently fixed 
or liable to enhancement. There are also the '■ 
Vania, Jfchroast, Ajirioadan and Bhagdari tenures in 
Gujarat, tinder which the landholders pay to Gov- 
ernment either a quit rent or the usual assessment. 

' " The Khots of Ratnagiri and Kolaba districts, 
were settlers "of Milages and collectors of revenue, 
on whom proprietory rights were conferred. The 
class of cultivators called Dharekaj is, T,'to are the 
descendants of old settlers, are not their tenants, 
however, and only pay the survey assessment, thus 
occupying a privileged position. But other tenants 
have to pay to the Khots certain additional amounts, 
and the land-lords are responsible for the collection 
and payment of the assessment into the Govern- 
ment treasury. In Ratnagiri this tenure is govern- 
ed by a special Kho ti Act of . which has not, 

however, been extended to Kolaba as it should have 
been. The question of protecting the tenants of 
peasant proprietors or survey occupants in the 
Presiaency, is under the consideration of Govern- 
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ment, as it is felt that the rights o£ these tenants 
also require safeguarding. 

IT9. Redemption o£ Rent — The provisions 
o£ the tenancy laws arc calculated to make the cuh 
tivators feel a sense of security and freedom and to 
encourage them to pursue their calling with greater 
interest. These measures are, therefore, economical- 
ly and socially most beneficial. The landlords com- 
plain that their rights have been invaded and that 
the lav , *3 press severely upon them. The ideal 
system of tenure is that which makes for efficient 
^farming and creates a happy peasantr 3 % The 
‘tenancy laws must be so framed and worked that 
'friction between landlord and tenant will be mini- 
■ mised and not intensified. 

There is, likewise, an obligation upon the State 
to impose upon itself the same restrictions in its rela- ' 
tions with the rayats and landlords whom it taves^ 
as lire imposed upon landlords by the Tenancy 
Acts. ‘ It 1/5 s, therefore, been suggested that the 
rav'its should be nilowed and assisted to redeem the 


obligation to pay an annual laud lav, and to clmiigc the, 
tenure to freehold property, — at least to lighten the 
burden _or the land lax so long as this not done. Si- 
Tiniarlv with rt-'^ard to private landlords, it liiiS been 
prap'^sed that the fatale should encourage and 
fncdit'Uc tfsc redcoiniJou of icni and other charges 
p «id by the nyr-t-" to the Jainindars and revenue free 
and tenure iioldtr*. This is the direction which 
ngrar«4?n TCiOrm sliouH taky if n prosperous and con* 
tended pc-sv-antry is to be crciicdout of the present 
:hrifiscs5 and povcriy-Hlrickon of cultivators * 
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, 180 . Sammary,— The total wealth produced* 
by the various agents of production by co-operation 
with one another, is the national dividend out 
which they take their shares as remuneration for 
their contribution. Profits are the exceptional gains 
obtained by organizers of industries out to 
peculiar temporary advantages, and usually they are 
nothing but wages of a kind of labour. ' Except in 
the case of certain crops and in certain cirumstances> 
the agricultural industry does not yield profits to 
speak of. Ordinary handicrafts and industries are in 
this respect not very different from agriculture. But 
many of the manufactures and trades, are a source of 
profit to the captains of industry and men of enter- 
prise. 

The rate of interest is pretty high in the 
country, and the number of people who earn interest 
in this way is considerable. Before the outbreak of 
the War, there was a tendency for the rate of interest 
to go down ; but now it has shot up to a high level. 
Those who formerly invested in Government and 
other securities, were contended wiih pr_4 per 
cent ; and now those who have money to lend can 
get as much as 6 per cent, and more. The profes- 
sional money lenders are not satisfied even with this 
high rate, accustomed as they are to 15 and ZO per 
cent. 

There is icnt.the remuneration of the landlord, 
and it rises with the increase of population and the | 
increase of prices. Economic rent is not, therefore, ' 
the result of the landlord's labour and the taxation ^ 
and absorption of it in the interest of the community,/ 
is always recommended. Private property in land 
is defended on the ground of social utility, and the 
systems of land tenure prevalent in a country, the 
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share o£ land produce lalling to the lot of the tenant 
and the rent which is extorted by the landlord, are 
questions of great importance from the point o? 
view of large classes in society and of the com- 
munity taken as a whole. 

Peasant proprietorship, under which the culti- 
vator of the land is also its owner, is commended 
as most beneficial, economically and socially; and 
where landlordism prevails, efforts are made to 
emancipate the tenantry and to encourage peasant 
proprietorship. In India, the State acts on the 
theory that it is universal landlord and is therefore 
entitled to receive rent from the land of the country. 
Government must, therefore, either act upon the 
principle that the land revenue is merely a tax on 
agricultural profits or so lighten the burden of the 
revenue demand that cultivators should be en- 
couraged to improve their own economic condition 
hy the larger margin left in their hands. 


In all Frovmces where the State deals with the 

•» 

landlord, leaving him to receive rent from his 
tenants, it has taken legislative measures to protect 
the latter from exactions and ejectment. These 
measures were overduf*, but now the interests o£- 
tcimnts have been properly safeguarded. ‘^Occu- 
pancy tenants have been created an<l enhance-' 
nients of rents arc controlled. The status and the 
ri!£htsof tenants as against landlords, have been 
1.1J de definite and c\en those who do not occupy a 
i-pedal, prhi]eg-d pusition, hare been g»Ycn ioms 
} roicction. In Uaett, nsh-'f;: priei-s of 

prodi4v.n% bar*, ltd cnnuntenicnt of 
if'Ul'j bat biudiords can mr.k& sawit 

cnhanccmcntb ojily under ccrbnn well-defined con- 
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ditions. In the Central Provinces rents to be taken 
by Malguzars arc fixed by Government at each 
settlement. 

Landlords do not, of course, approve of such 
restrictions imposed upon their libert)’- to deal with 
their tenants. From the social point of view, the 
protection of the interests of tenants is absolutely 
necessary, but landlords would not be wrong if they 
claim to be as justly and liberally treated as the 
Stale wishes that their tenants should be treated. 
The relations between landlords and tenants become 
strained and the latter are no longer willing to be 
governed by custom. This is perhaps inevitable 
under the circumstances, and the State has always 
to support the weaker party. Care should, however, 
be taken to sec that the rights of landlords are not 
unnecessarily sacrificed. Members of non-agricul* 
tural classes hire out their lands and there is com- 
petition among tenants who pay high rents. * The 
State has been anxious that lands should not pass 
out of the hands of cultivators, and in the Punjab 
legislation has been resorted to for the purpose of 
restricting the cultivator’s power of alienation. In 
Bombay a ne\s non-alienable tenure has been created, 
but there is no tenancy law. 
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Workmen and Wages, 

RZTCRE^^CES. 

Marshsll : Eeencr-tcs of fri^siry / Pnas ntri XVaj^ts f Inits 
Iri\en Tscio^ Cc-w/iS'c^’j Rtfarl , Refort of ike Assam laic's* 
Trpii*^ Conmttiee . S. H FremanUe Refort or Inqmr^ into fOH- 
dtitsrs of lalo^r tr ta^ Vt tici Pvovtnces ; Keatinge Rural Eionom 
tr the Deccar , Frovmt.al Lani Revenue^ oxA Gcmtsl Aimf 

rjj'rff'rer Ref oris , K. L Datti Refori or. an Inquire into ih 
Rsse of Pri.e* , /Je.enrtal Report on the AIet‘a' and Material Pf egrets 
of Iniis* J9is > Annua! Reports of Jvsfecters of Vatertrs, V. G. 
Kale Ijiiiu” Iniustrtsl ari Eionanttc Proi’cots 

ISJt Kcmuiieration of Labonr. — As rest is 
'the remuneration of the landlord and interest that 
of the capitalist, wages arc the remuneration of the 
labourer. Wages arc a price paid for the use of 
labour as rent and interest are prices paid for the 
use of land and capital. In the last Chapter we 
considered the dependence of the condition of the 
cultivator on the system of land tenure j in tliis we 
hi^e to point out the mutual relation of the system 
of mdustrial organization and the condition of 
worhracn. Tlie cultivator or tenant, whether ' he 
owns his land or not, is a sort of industrial manager, 
and his profit is conditioned mainly by the rent „hc 
has to pay to Government or another landlord. He 
worl's in the Held he owns or hakes on lease and 
obtains wage? for hie labour. From the economic and 
social points of view, the question of wages is, ther»- 
fore, cTXrtmcly important. 

In practice, it i*. often dimcult to diating'^nsh 
the share appropriated to labour from that obtained 
hr etnet faf'iors of prodnetien* In agricnUuml abd 
noa*:i;:ricuitmril indwstne.* where the workman con-; 
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bines in himself the characters of organizer, labourer; 
landlord and also capitalist, the remuneration due to 
each one of these agents, it is not easy to point oul. 
But such a workman must receive at least the wages 
of lus labour ; otherwise, he will starve or give up 
his work. Under the modern system of industry, 
the autonomous workman who manages his own 
industry, has'tonded to disappear and a distinct 
class of labourers or wage earners has arisen. The 
factory system, under which the employer engages 
and controls hundreds and thousands of workmen, 
has created a cleavage between the two, and the 
class conflict has become very bitter. Those who 
command capital, command and control labour, aud- 
it is felt by workmen that their share in the joint' 
product, is deliberately and selfishly kept low by ’ 
the employer. 

It is contended on the side of the employers . 
that wages must be determined by the supply of and/ 
demand for labour and that they cannot be artifi- 
cially raised. Strikes and labour agitation for higher 
wages, are, therefore, futile and suicidal. On the 
other hand, the wage earners plead that employers 
take a disproportionately large share of the joint 
product and that they must be forced to give upj 
their ill-gotten gains. Labourers, therefore, organize 
themselves, and by means of collective bargaining,! 
which is substituted for individual bargains, so| 
disadvantageous to workmen, extort higher re- t 
muceration and bettor conditions of work from the^' 
employers. The State has passed laws for their 
protection, and systematic attempts are made to 
decide disputes between capital and labour by con- 
ciliation and arbitration. In the contract between 
capital and labour, the latter is certainly at a dis- 
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advantage and hence the need o£ protecting and 
strengthening its position. 

182. ehicf Features of tlte Problem;-* 
In considering the problem of wages and of the 
general condition of workmen, wc have to fix” our 
attention upon the (i) wage contract, (2) the rales 
of VI ages obtained by different classes of workinc5i» 
( 2 ) the factors which govern these rates, ( 4 )'^ the 
conditions in which labourers have to Virork, (5) the 
safeguards the State has provided for the fair treat- 
ment of workmen and measures taken for ensuring 
their safely and health, and (6) organizations, cf- 
workmen started and conducted to protect and 
promote the interests of members. Unless, all these 
questions arc carefully studied, it is impossible to 
obtain a correct idea of the condition of workmen 
and the improvement necessary. 

W^en it is said that the labour or wages ques- 
tion in India is not as urgent or difEcult as it is in 
other countries, it is not to be supposed that the 
Indian workman is well off and that little need be 
done to improve his condition. What the statement 
means or ought to mean is that the factory system 
has not yet established itself in this country to such 
an extent as to create a large class of wage-earners 
crowded in cities and at the mercy of omploycf^- 
The hulk of our labourers are autonomous workersi 
^cultivators and handicraftsmen, and a very small 
proportion arc mere receivers of a wage. Most of 
them live in villages and small towns, and Ihcir 
'Aages tire regulated by custom. But this state of 
ihings ts being steadily modified on account of o 
gcntral rise of prices, cxlenston of the means of 
romm unication, the iucreaso in the number of 


Chief Featurei^ oi* the Problem. 0^5 

factories and a growing tendency towards migra-J 
tion. Labour conditions vary from province to/ 
province and industry to industry" to such an extent 
that it is difficult and dangerous to generalise in 
this matter. An attempt will here be made only to 
indicate roughly the position of labour in relation 
to the points noted above. 

IS3, Labour Contract.— First, as regards 
(1) the labour contract, in rural parts of the 
country, a kind of serfdom still prevails, and it is a 
relic of old times. "If a poor man required Rs. 1 00 
to enable him to get married or to clear himself 
from debt, he would mortgage his service for a 
period of about five j^ears and receive his Rs. lOO in 
advance j while the mortgagee was bound to feed 
him during the period 'of service. Many of the 
Doshmukhs, Deshpandesj and rich landholders en- 
gaged labour in this way ; and the practice continu*- 
cd in some degree to quite recent times. In the 
days when land was available for all, however, it 
^YouId have been only the very poorest who would 
mortgage thoir labour m this way, or even engage 
themselves as yearly tenants.”* This old system is 
however, rapidly disappearing and the development ; 
of society from status to contract, is very rapid.^ 
Village economy has been disorganized and the 
customary relations of different classes and castes 
towards one another, are changing. The^pjcactice of-- 
unpaid custoi^QT lab^iur is Jying put, and the urban 
and 'moderETsy stem is taking its place. The Gov- 
ernment of Bombay, for example, slate m thoir Re-i 
solution on the Land Revenue Administration Re-’ 
port for 1908-09, that "in the Surat District, the! 


• KcBttDgc Rural Economy in the Bombay Sccean) page 6?, 
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Anavala Brahmin is losing the services of his halis 
or hereditary serfs, and everywhere cuslomary' 
tashs at customary wages are giving way to full 
contracts.” 

An attitude of independence on the part of 
labour is ever} where visible and particularly in 
cities and in centres of commerce and industry. 
Labourers have become conscious of their import- 
ance and of their place in industrial economy, and 
the growing demand for their services has largely 
contributed to this result. Domestic servants and 
unskilled labourers show this tendency as much as 
factory workers and artisans. A sort of wage ear- 
ner's contract is becoming common and the workers 
^ insist upon its terms being strictly observed by the 
employers. Factory Acts have laid down certain 
conditions of work and imposed obligations on the 
, employers, and workmen have realised that they 
- have rights on which they can stand. 

189. Indentare System. — The system of in- 
dentured labour under which coolies emigrated to 
the Colonies in large numbers, has been strongly 
condemned as degrading and demoralising and is on 
the way of total abolition. Indentured emigration 
to J^atal was stopped ini 911, the Emigration Act of 
1908 having been suitably amended in .1_910 for 
thc^ purpose at the instauco'of the late Mr. Gokhale, 
Vt ho, two years later, moved another resolution re- 
commending that Government should <*take the 

necessary steps to prohibit the recruilmcntof Indian 
labourers under contract of Indenture, whether Sot 
employment at home or In any Bntfsh. Colony .”1 
Objection having been taken to\is coinpari'ton br- , 
tween the s yrtem of indenture nnd shivery, Mr * Go- 

f litHt dtsVSj.'s'i Cf«.J.t»rr>c^s "" 
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fcliale replied : — “ It is true that the S 5 '’stem is not 
actual slavery, but it is also true that it is not far 
from it» The contract is not a free contract. You 
have here the right of private arrest, just as they 
had in the case of slavery. Moreover, the labourer is 
bound to his employer for five years and he cannot 
withdraw from the contract during that period. And 
there are those harsh punishments for trivial faults. 
Therefore, though the system cannot be called 
actual slavery, it is really not far removed from it." 
A strong case was made out against indentured emi- 
gration to Colonics like Trinidad, ~British.»,Guianai 
Jamaica and.Fiji,^nd as a temporary war measure 
it was stopped, early in The interests of the 

employers in the Colonies have all along stood in 
the way, and all arguments in favour of the system 
have been proved to bo unsubstantial iu a despatch 
sent by Lord Hardinge's Government on that subject 
to the Secretary of State. 

For several years an indentured labour system 
prevailed in Assam where the tea planters imported 
coolies for their gardens from the neighbouring 
provinces. For more than sixty years, 'questions 
relating to the supply of labour for the tea industry 
in Assam, the condition of the labourers on the 
jestates and the enactment and working of special 
ilabour laws, have attracted much attention and 
I have formed the subject of several detailed investiga- 
‘tions by specially appointed committees.' The law 
in this matter was amended and consolidated by the 
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•Assam Labour and Emigration Act of Wpl, This 
Act too Tras amended in 1 90^8 and a steadily increas- 
ing proportion of the immigrant labour vras engag- 
ed under ordinary contract, Government having 
gradually withdrawn successive districts in Assam 
from the operations of the Act of 1901 which autho- 
rised an indenture system. 

The Assam system had two salient features: a 
penal contract with the labourer enforceable through 
the criminal courts and provisions for the protection 
of the labourer. Coolies were recruited through (1) 
contractors and (2) garden Sardqt^St persons cm* 
ployed by the planters. ludcnlured labour has now ^ 
ceased altogether and recruitment by contractors, 
which led to many abuses, has been abolished. 
Labour in Assam4s nojy free, though recruitment is 
regulated by law and is^nosy.contrplled 
Board consisting of representatives o„f ,lhe pjaiit^^s 
and an offiMF of GoTcrnnacnl. 

185. Rise in wages.— -During the last few 
years, (2) Wages of all kinds of labour have risen* 
"Xlie statistics available on this point, are not very 
acurato and cannot, therefore, be relied on, - We 
have also to lake note of various circumstance's 
which accompany the money wage in order to 0ud 
out ‘rear wages. From every Province comes the 
report tliat there is a ficncral rise in wago*f. 
Madras, for instance. ’Hhc wages of unskilled labour 
hart ere n'^rherr stiowji a marked tendency to rise* 
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...Domestic wages have certainly risen, and Gorern- 
inent servants on low pay have for several years 
past, been granted grain compensation allowances. 
...The monthly rates of wages for farm servants^ 
however, followed the general rise. Wages of arti- 
sans also rose.” In Burma, " during the ten years 
(1901-10) the translation from a natural to a money 
economy has made further progress. Most agricul- 
tural labour, however, is still paid in kind, and the' 
field labourer's w.ages as measured in money have 
therefore risen in Lower Burma. In Upper Burma 
also agricultural wages tend to rise, owing to the 
increased annual evodu s of field labourers to Low'ef 
Burma." In the Punjab, « cash wages are steadily 
displacing old customary wages in kind, the process 
being in many parts already complete. At the same 
time wages of unskilled labourers and of skilled 
artisans have doubled in the past twenty years, the 
greater portion of the advance having taken place 
in the last ten years, and in particular since 1905, 
rThis increase represents an increase in real wages 
/though not of the same extent as in the rupee equi- 
' valent, and marks the operation of the law of sup* 

‘ ply and demand emancipated from the dead hand of 
/ custom."* These instances are typical of what is 
happening all over the country. 

Mr. K, L. Datta has compiled the following 
table showing nominal and real wages : — 


* Prcnnnl Morel and Material Progreis Report, |9i3. 
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If difEerent industries arc taken, it will be found 
that the rise in wages has not been uniform. It is 
curious to notice that ' the coolies in tea gardens 
appear to bo in the worst position, as their real 
wages have fallen j j )er cent, below those in the 
basic period,' though it is pointed out that these 
labourers get rice at a fixed rate, generally lower 
than the market rate. The comparative lowness of 
the wage on the tea gardens struck the committee 
which inquired into the question of Assam labour 
in 1906. '' It is interesting to note," remarks the 
Director of Statistics, " that the rise in the wages of 
industrial labour has not been so great as in the case 
of agricultural labourers and village artisans. Money 
wages have over long periods increased in all in- 
dustries, and the rise has generally been greater 
than or equal to the rise in retail prices except in 
the tea, sugar and-brewiiiglndustries. An examina- 
tion of Indian wage statistics during the last decade 
shows that this is certainly the labourer's day.’* * 
The rise in wages can be beneficial to labourers 
only when the prices of their necessaries of life have 3 
not gone up in proportion, or the general purchasing 
power of the wages has increased. If the field 
labourer is paid in kind, and food grains become 
dearer, he obviously benefits ; but if he has to purchase 
food with his money wages, the increase in wages 
must be greatci than the rise in prices. The factory 
labourer may have to pay more for rent, food and cloth- 
ing and he may be none the better for enhanced wages. 

* In Bengal,’ we are told * the labouring classes were 
not much affected by high level of prices, The> 
great majority are field labourers, who are mostly J 
paid in kind. Their wages remain the same, but the 
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value of grain has risen. \\Tien they are paid in 
cash; their wages have increased, notably in Bengal, 
where the supply of labour is frequently short of the 
deniaud.' Many factors have to be taken into 
calculation, therefore, m estimating the eUcct of 
higher money wages upon the condition of the 
labourer. ' ' 


IS6. ©ausas of the Rise (3) The law of 
demand and supply is, of course, a great regulator of 
prices and among them of the prices of labour. 
Workmen of a particular class may be in greater 
demand at a time and naturally their wages must go 
up. That IS certainly one of the causes of the recent rite . 
Ill wages m India, and it is intcnsified-by-the4mraobi- 
lily of labour and, therefore, by jilick of c ompetition. » 
The available supply has also diminished owing to 
deaths due to plague, which alone has carried off nearly 
n crorc of people since its advent into this country,- 
High inortahty among labourers has thinned their 
ranks and it seems to be an important factor in the 
Situation, A general rise in prices is another causc^of 
the increase in the scale of wages. Economists have 
dirciicscd various theories concerping wages-, such 
as the cqst'of-producUch theory; the, wagC5»-fu!.d|; 

thcarj ,thc stan(1ard*£f-1ifc theory ainltheproduclivffy '* 
theory of wfgcs. Xono of thcscthcoricsis satisfactory' J 
by itsdf, though each one of them contains some 
truth, and tucy are complementary to one another, 
Waircs wlU riit* T the weuUH produced by a com- 
muniiy increaccs owing to gro'^tcr erdc.cncy or 
the of more capital. SaoUatly workmen 

came to b.u-ic r, certmn slandurd of life which ly 
tmpra'ic-. 


I 

iM-hcr prices and hirrcnsin^^ wants 
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ty '.vagcs lag behind prices and gradually 
overtake them. Take, £or instance, the case of an 
unskilletl labourer in a city like Poona, The normal 
daily w.agc of such a labourer twenty years ago was 
four annas. But pt that time, Bajri used to sell at 
16 seers and rice 10 seers a rupee ,* house rent was 
low, vegetable oil sold at t seers per rupee and, on 
liic whole, necessaries of life were ciieap. Now he 
seldom gets 10 secis of Bajri, 6 seers of nee and 
21 scers of oil per rupee, and it is no wonder if he 
demands, 7 annas a day as his v age. 

187. 'Factory Life: — As to (4) conditions, 
of work they depend upon the kind of industry in | 
which the labourer is engaged. Work in the field is, ; 
of course, the best from the point of view of the 
labourer’s health, and though village sanitation in ^ 
India is far from satisfactory, life in the open air ^ 
and in cottages or small houses is preferable to re- "" 
sidcncc m over-crowded tenements in cities. There 
is doubtless much sweating m some of the home 
fnitdustricb, but on tiic whole, there is greater freedom 
"enjoyed by operatives engaged in indigenous in- 
dustries of the old type. 

It is machinery, working in sti.fl!y rooms 
in the midst of noise and constant bustle, and 
the continuous strain which labour in factories 
and workshops imposes that tell upon the health 
of the operatives. The autonomous worker is 
his owmliiaster and he and the members of his 
family, Y.fiio may have to work long hours, have still 
the consciousness of independence and enjoj'' an 
amount of liberty which is denied to the operatives 
working for a master. The latter have to toil at 
their wearisome task and their lot is often hard. 
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Theiobber supplies labour in several Indian 
mills and acts as a middleman. Wages are not paid 
vrcelcly as in England and operatives have to borrow 
to satisfy their daily requirements. Wages are 
usually kept in arrear and are paid weeks after they 
are due. Children are made to work in factories 
when they should live a life of freedom in the open 
air, and this leads to the physical deterioration of 
the young generation of workingmen. There is no 
* home ’ for workmen when their wives have also to v 
work in factories. The health of children must 
suffer under these conditions. The position of 
artisans, hke the carpenter and the mason, is far 
better : they enjoy great liberty and their workis 
not so taring. 

188. Factory licts : — It was, therefore, (o) to - 
the factory operatives that attention was early direc* 
ted, and experience of western countries led the State ' 
to legislate for their protection. As textile and other _ 
factories on modern lines arose in tho country, con- 
ditions of work in them had to be controlled in the 
interest of the operatives. The latest piece of factory 
IcgisUtioa is tho Indian Factories Act of 1911 which 
repealed the earlier Act of 1881, amended by the 
Act of 1891. This kirt Act provided for the fencing j 
of michsncry, and for the promulgation of rules as/, 
to water tuppij , \cnijlaibn &c. The hours of 
ployment for women and children were prescribed 
and the appoiutmeat of inspectors of taclcrics was 
provided for. 

The increasing use of electricity in tho Botsbay 
mills made it possible for the operatives to work for 
H or i 5 hours s day, and the industrial boom of 
190'*0S made such excessive hours of work notorh 
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ous. On hearing complaints of such abuses, Govern- 
ment ordered an inquiry to be made into the question 
by a committee in 1906 and by a commission which 
reported two years" later. The majority of the 
commission deprecated any limitation of the working 
hours of male adults. But they recommended the 
creation of a class of " young persons *' between 14 
and 17 years of age -vsho were not to work for more” 
than'lZ hours a day, thus indirectly limiting the 
hours of work for adults to J^-*The^ct--o£--l9-l-h 
shortened the hours of children’s and women’s work»| 
and as the evil of excessive hours of work was found 
prevalent in textile factories, it restricted the hour^} 
of the employment of adult males to 12 hours a day’i 

This provision about the limitation of the houis 
of work was regarded as extraordinary, and as an 
unnecessary encroachment upon individual liberty. 
Some mill-owners indeed welcomed the restriction 
as calculated to prove beneficial to the operatives / 
and to enhance their efficiency. But others strenu- 
ously opposed the inn ovati on, as injui ious to the^ 
interests of workmen as well as those of employers." " 
It was said that the evil complained of was not wide- 
spread; that the operative did not want the limitation 
of hours ; that they worked willingly foi a longer 
time as they obtained higher wages for the additional 
work ; that the work did not put an excessive tax 
on the health or the energy of the workers ; and that* 
the agitation in the press for restriction was mis- 
leading and not entirely unselfish. 

In the course of his remarks on the Factories 
Bill in the Viceregal Council* the Hon’bl^IrTBada- 
bhoy presentedThe-f olloAving portrait of the Indian 
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factory ^vo^ker The Indian operative is not 
capable of concentrated or continuous labour or of 
prolonged and sustained effort. He is by nature not 
disposed to take his work seriously; he has an 
incurable habit of spreading the work ho has to per- 
form over a long period of time ; he invariably works 
in an easy, careless, perfunctory manner ; ho iniist 
needs loiter in the midst of work, and be, as though 
ijUuittxely, makes upfor pnolongcd hours of work by 
being slack during no inconsiderable portion of his 
routine work. His work is done neither with 
stronuousness nor alacrity and compares- most 
unfavourably with the standard enforced in European 
countries.” 

The Indian factory labourer has produced the 
same impression upon visitors from foreign countries, 
But his laziness and lack of concentration did nbt 
justify excessive hours of work at noisy, nerve-rack’ 
ing machines in the midst of surroundings that were i 
bound to tell upon his health. And the accounts 
which were published, of the conditions in which 
the mill hands lived and worked and earned their 
VfOgcr, could cot but excite the sympathy of thes 
public; and in the long run, it was felt, the employers 
themselves were bound to suffer owing to a loss of 
elTiciency in their workpeople. Factory owners 
arc not, itovrever, inclined to look ahead or fed for 
vheir labourers as they feel for their profits ; and 
though there arc honouiable exceptions, this is the 
usud ^ounict of inicrest between capilaLaai hdiopj* 
Lnbour Grgnni^iaUons,— Labourers in* 
liisha tile almost (6)ab.jOlulely uiionpiiiUcd, iguorniii 
and vncmcrpisdiig, For the present the contbtion 
cf the Indian working man is wonderfully like 
of the English working woman. lie does not under* 
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stand Ills own position well enough to enable him 
to act effectively. Only the faintest glimmer of 
Trade Unionism is streaking his horizon with light."! 
The Indian factory worker does not usually settle 
in or near the industrial centre ; he has his ancestral 
home and patch of land, perhaps the property of a' 
joint family, to which he returns during certain 
seasons of the year. He supplements the family; 
income by his wages as a factory operative. 

A proletariat IS being steadily formed in this 
country ; but it does not yet consist, as in the West, 
of landless men who have made crowded cities their 
homes and who have little to draw them away to the 
Village. Tins is, from one point of view, a satisfac- 
tory feature of the workman’s life ; but from the 
point of view of the work in the factory, it leads to 
disorganization, and waste. “The employer of!» 
labour in this countr)’’," it is said, therefore, “is^ 
wholly at the mercy of his operatives.” 

We hear, now and again, of small strikes among 
factory hands but the use of this weapon is neither 
systematic nor sustained. It is only a mild way of venti- 
lating grievances and there are no labour organiza- 
tions behind the workmen. Neither employers nor 
workmen, as corporate bodies, have made satisfactory 
arrangements for the performance of functionswhicch 
trade unions m the West have taken upon themselves, 

^ The Jobber is still the master of the situation and 
finds it to his interest that there should be frequent 
'changes among the hands."* “ One finds this in- 


f J. R'iins'^y Macdonald • The Awakening o£ India. 

* Collector of Bombay, reviewing Report of the Chief Inspector of 
Factories in l9i3. 
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dustrial class swarming in overcrowded coolie lines, 
sometimes regimented by an over-seer to whom the 
workers owe their job and who in consequence 
demands commissions from them, sometimes living 
in ordinary working class parts of the town under 
‘exceptionally hard conditions.”* 

A few conscientious employers are trying 
to provide good houses and other amenities '.ot 
life to their workmen and education to i thefr cbild> - 
ren ; and the arrangements made in this connection 
are salisfactor}*. The example must, however, 
spread and employers must realise that action in 
this direction is as much in their own interest as in 
that of the working men. No one would like to 
have here the labour troubles that have now become a 
common chronic feature of industrial life in the West, 
But the remedy for this does not lie in keeping work* 
men ignorant and unorganized; it lies rather intirae* 
ly measures taken to avoid the mistakes and prevent 
the evils of the West. The time is not yet when thc^ 
Indian worka’cn may appreciate the remark of a ^ 
leader of Western labour that one with an ex- * 
pcricncc of the West must look upon this commer* j 
tial philanthropy with grave misgiving, whatever ‘ 
immediate benefit it may he to the workers ” f 

, III the face of the illiteracy Hint prevails in the 
‘ country and of the apathy on the part of workmen 
, as wdl as employer-}, the solution of the problem 
very difh'tuh. The operatives arc at the mercy of 
' jobbers and money lenders to \diom they arodthen 
by e‘;travagance and ^icc. «Il should always be re* 
membsred that the Indinit labourer must be led and , 
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not driven. He is not as is the inhabitant of west- 
era lands consumed by the desire to rise in the 
world. The caste and joint family system hold him 
back and he is content with the same simple fare 
and surroundings as his father had before him. If 
disastisfied with conditions of work in the town, he 
will make no complaint- but go back to his village* 
life.”* 

Disorganization of social and economic life and/ 
illiteracy arc the two principal obstacles in the way!, 
of the promotion of the well-being of the workingi‘ 
classes. The problem must be tackled from the two 
ends, the employer and the workpeople. The 
employers in their own interest, have to organize 
the supply of labour and promote its efficiency. The 
labour population in towns is a floating population 
and employers are not sure if their money would be 
usefully spent on its improvement# But it is point- 
ed out that if life in the centres of industry is made 
more attractive than it now is, the workmen may 
bo induced to live there, more or less permanently, 
in spite of their attachment to the village home and ^ 
lands. The proper housing of factory hands, the/ 
education of their children and a general improve- 
ment in the conditions of work in factories, are 
directions in which reform is required. There has' 
already been much talk about these questions, but 
there are only a few isolated instances of employers ; 
who have taken them up seriously. On the whole, j ^ 
there is apathy and lack of concerted action in these'', 
matters.- 

In other countries there are splendid organiza- 
tions of workmen, and they have now won for them- 

* Frenitkntle . Report on the Condition oE Laholir in the United 
Provinces. 
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selves an important place in public life. Their, 
‘action is both beneficent and militant. The trade 
iUnions help their members in a variety of ways and 
try generally to improve the position of the work* 
,ing classes. On the militant "side also they have ' 
,Won success, particularly in lessening hours of work 
*and increasing wages, and the State itself has come 
ito the assistance of the labourers by making ar*' 
rangements for old age pensions, insurance against 
- sickness and disablement. There is unfortunately a 
tendency among workmen to go to extremes in the 
matter of strikes and here they have lost public sym- 
pathy which is their great asset. 

Unskilled labourers and women are, as a ’^nile, 

I at a disadvantage and have to be content wdth low 
' wages and unsatisfactory conditions of work. In 
India, labourers arc scattered, except in large indus- . 
trial centres, and concerted action is impossible ia 
their case. The old caste organizations are unsuited 
to factory life as in factories there is a promiscuous 
mixing up of people of different castes. The lives 
of operatives have to be adapted to their environ- 
ments so ihal they may try to improve them. 
Even where workmen arc in numbers, they 
arc helpless, w'ithout leaders and withouU-organiza* 
iion. Spread of education among^wthem -AvilUalonc 
enable them to uuderstand their nghts and to nnke 
cflorls to improve their condiiioa. 

190. Summary .—The labour problem in west- 
’ ern couutries is mainly concerned with trade 
ftrikes, ftgitjiUon for n minimum wage, syndicfthsj’^/ 
and conflict. In this coiuilry, custom <U}\ rules 
in thcrclations subsisting hetv;ccn capital and 
which arc not sharply marked off. The faclory systesu 
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is in its infanc)', and the use of machinery is the ex- 
ception and domestic industry the rule, A working 
class is beginning to be formed in large centres of in- 
dustry and a labour problem in the western sense is 
just arising. So long as wages are governed by cus- 
tom and conditions of work in'the field and elsewhere 
are dictated by tradition, labourers are contented 
with their lot. But the old village economy has 
now been disturbed, and questions relating to labour 
are demanding attention. 

One of the most striking economic phenomena 
of recent times is the general rise that has taken 
place in the wages of labour. Demand fdr labour, 
skilled and unskilled, hafe increased and workmen are 
slowly becoming conscious of their importance and 
worth. Agricultural labour is still paid in kind 
partially, if not wholly, but money payments are 
fast being substituted in the place of payments of 
grain. Scarcity of labour is due, to some extent, to 
the havoc made by plague and other diseases among 
the ranks of workmen, but the demand may be easily 
met if people will leave their ancestral lands and go 
out where higher wages are to be obtained. Such 
emigration is slowly becoming a common feature of 
the life of labourers in certain parts of the country. 

The relations of employers and workmen are 
being more and more regulated by con tract} and 
the latter know how to drive a hard bargain. But 
in agriculture and other industries, a species of serf- 
dom, a relic of the past times, still prevails in cer- 
tain rural parts of the country and the needy 
labourers have little freedom in making a favourable 
contract with the employer. The system of inden- 
tured labour under which thousands of Indian 
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/labourers emigrated to British and other Colonies^ 
has now practical!}’ come to an end, the popular agi- 
tation carried on against that demoralizing and de- 
grading system, having produced a strong impres*' 
sion upon the Government. For generations, 
labourers in Assam were recruited by the tea plan- 
ters on the same system. Several laws have been _ 
made £or regulating that system and inquiries Insti- 
tuted j and now indentured labour has disappeared 
on the tea plantations. Recruiting by means o! 
licensed contractors also has been abolished and a 
special board has recently been appointed to super- 
vise recruiting which is allowed. 

The rise of wages has been general and is partly 
due to enhanced prices of food grains and other 
necessaries of life. It is believed that on account of “ 
a growing demand for labour and high prices, the 
'rear wages also have increased in most industries, 
and the position of the working classes has material- 
ly improved. In the absence of education and or- 
ganization, labourers cannot stand out for better 
conditions of work, and even in certain indigenous 
industries, much swearing prevails. But it is parti- 
cularly in factories of the modern type where compli- 
cated machinery is used and hundreds of labourers 
nave to work together at th^ir machines in crowded 
rooms, that the evil is great. Factory laws have, 
lu'.rttfore, been passed in India as in all other coun- 
tiies for protecting the labourers and ensuring tlicir 
fafety and health. Special regulation was necessary 
in the case of women and children. 

'^’^ith the rise of aiills and factories in this 
CQuntrj*, the State had to enact such laws. The ufc 
of electricity in mills, led the cmployors to make the 
labouTCTS work for and more hoars n d^y. Tli» 
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operatives made more money by wprking longer but 
it was found that the strain was detrimental to their 
health. The Factory Act of 1911 prohibited the 
emplo 3 ’ment of workmehr for more" than twelve hours 
a day in textile factories, where the evil was particu- 
larly serious. The other provisions of the Act in- 
troduced greater safeguards than the earlier Act of 
1891,for the health and safety of operatives, special 
restrictions being imposed on the 'employment of 
women and children. 

Working class legislation has done much for the 
benefit of factory hands and other labourers in 
western countries, but the organizations of the la- 
bourers themselves are doing even more. The factory 
system in India has not yet established itself on as 
wide a basis as in the West. The workmen here are 
ignorant, -scattered, utLorgaiiized. They must learn 
the lesson of self-help and eflEorts must be made to 
teach them that lesson. It will be years before we 
have, in this country, powerful labour organizations 
on the western model. 
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591. What is a Tax ? .* — It now remains to 
consider the claims of the last sharer in the national 
dividcndi ^ iz. the State. The part taken by the Slato 
in w ealth~creation is indirect and, in cerain cscep* 
tional cases, also direct. The State is not a parasite 
waich rccciies an income that it docs not earn. It 

represents the coinmunit}’ whoso members contribute 
to its c’^rpenscs and the State may also leccivo .rents 
ana proQts. flic methods of raising revenue have 
varied from time to time and country to countrvj mid 
popuiur ^ontTci over it and over the cjrpcnditure of 
national revenue, depends upon political libcrlj^and 
constitutional nglits enjoyed by the people. 

r » t liic s ukr to take a slmre of llie income 

Iceland to lev; imposts of vnnoiis kinds on 
ciiUrent forms of *>rcaUu produced, has always been 
rcco^iiiKcd iu Ind.a. A good ruler was c^ccKid to 
C'i'j moderate inKts so that they might not presJ 
icsv. j upon the people ; but their range v,-as usU' 
nay very wide, 'i he ancient lavr-givcrs by down 
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vhat shares the king may take and the duty the 
people owe to Ju*m to pay the taxes. In pre-British 
times, c^es and fees as well as direct and indirect 
taxes were well-known ; and they weie all levied on 
a well-defined and regulated system. The science of 
finance is a recent growth and the principles of 
taxation have been steadily evolved. P^ncigles of 
ejjmty, foQUlty^Qrjibihi>:^n(LeqiiaIitx„o£^sacrific~e/ 
have been developed; and the statesman is expected 
to weigh carefully the social, economic and political 
effects of the taxes he imposes. 

Some of the so-called taxes are merely fees or 
prices paid for specific services rendered by the State 
or other public powers. In reality there is no idea 
of a quid pio quoj or of a direct exchange of services 
involved in taxation, and their_ membership of 
soci ety im poses u pon , p eople, ihe duty of contribu- 
ting towards^ the expenses of the State. A 
tax has been defined as ^‘a compulsory con 
tribution of the wealth of a person or body of 
persons for services rendered by the public powers.’’* 
An attempt is, of course, made to make the in- 
dividual’s contribution pro^rtmnal to his ability to 
pay, measured by Ins lacoma, and to make the sacri- 
fice equal. Taxation is also used as an indirect means 
to promote certain ends which apparently lie out of 
the province of the taxing authority. The State 
determines how much it will require for its annual 
expenditure, and distributes the amount among vari- 
ous forms of taxation. 

192. The Land Tex in India:— The revenue 
of the Government is made up of different elements : 
(1) income from its own property, lands, forests, 


* Bistable : Public bjnauce. 
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, railways (2) income £rom its commercial undertakings 
, like railways in the first category above; the Post 
, Office, monopolies of sale, canals, &c. and (3) taxation 
proper, viz. contribution IcAied upon the people (i) ' 
directly, like the income tax and (ii) indirectly,' like 
taxes upon commodities e. g» customs and excise 
duties. In India, there are two taxing authorities, the 
^^jGovernment of India and the local bodies. The 
revenues of the latter are extremely small and the 
bulk of the taxation is imposed by the former, the 
Provincial Governments being denied the power of 
independent taxation. 


. One striking feature of the Indian tax system 
is the comparatively largo proportion the land tax 
hears to the total State revenue. In the last Chapter 
we have dealt at some length with this subject and 
shown that the Indian land revenue is a tax on. 
agricultural incomes, that land in India is not, as is 
I often times supposed, the pro^porty of the State and, 
therefore, income derived from it cannot be regarded 
as rent taken from tenants. India is said to be one 
of the most lightly taxed countries in the world, and 
this statement is mainly based on the assumption v 
that land revenue is a rent. Sir John Strachej^* Cor 
instance, sap;— «rhc State in India has, at all limes, 
reserved to itself resources which, in other countries^ 
belong to Individuals and which render heavy 
tiou unnecessary. There »s certainly no country in 
the world, possessing a civilized Government in 
wiiicli iho public burdens arc so light.'* And 

, further In linlaud taxation supplies five-sixths 

and in India not nuich more than one-fourth of the 
'public income." 


* Ui /^dalu ptepm 
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Landlords and cultivators must certainly con- 
I tribute, accoiding to their ability, to the revenues of 
I the State ; but not to count the revenue tliey pay as 
’ a tav is hardly correct or fair. Enhancement of the 
land tax has been made from time to time, and on 
the theory of State landlordism, it does not require 
legislative sanction.*' The land tax is a property tax, 
if it is not rent, as it is not, and is calculated to act 
as a tax upon agricultural incomes. As such, it musW 
be regulated by the principles which apply to income^ 
and other taxes. If the land tax is avowedly a share/ 
of the net produce of the land, that is, of inconie,| 
there is no reason why exemption should not her 
allowed to a minimum as in the case of the incomel 
tax. If a salaried man or a shop,-keeper with an 
income of say Rs. 600 a j'^ear, earns exemption from 
the payment of the income tax, the small cultivator 
niaj*^ claim similar concession in the matter of the 
land tax. 

193. Burden of Taxation.— Looking to the 
needs of refoini involving additional expenditure, 
one will easily realize that the people cannot grudge 
their Government larger contributions in the form of 
taxes. But tvro conditions must here be satisfied : 

, (1) that the existing scale of expenditure should be 
' so scrutinised as to result in all possible economy ; 

I and^ (2) tliat expenditure and taxation should’ be 
{ subject to the rigid control of the representatives 
of the tax-payers. Neither condition is satisfied in 
India to-day, and the statement that the people are 
most lightly taxed, is unwarranted. There is no 
absolute standard by which to judge of the lightness 
of the burden of taxation, and th e relation betw een 
it and per jmprta jncoine oLthe.popuiatiopj,inust 

b(rta]Sn into “consider{U.ioKjin--~ 3 udging-^:uthis 
matter.'^Thfft^llie' administration in India is more; 
costly than it need be, that the country is one of 
the poorest on the face of the earth and that the 

•See Decentralization CommissioVs Report and Government o£ 
India’s dospatsH on the subject The popular demand now is that the 
land-tax, uke other taxes, should be subject to the control o£ tne 
legislature, 
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people have little voice in levying and spending the 
tai.es, aro facts acknowledged by all. 

We give below a statement of the revenue and 
expenditure charged to rovenuc^ of the Gorerameat 


of India, in India and in 

England : — 

i 

Movenm 

1 

i 

1015-10 

1917-18 
, ( budget) 

Pnn.,iTj Ucadd ; — - 
Ij'i'ifl Rovonuo 

£ 

22,031,161 

£, 

22,261,500 

OpiTini ... («. 

1,013,514 

8,SS9,S00 

... .. 1 

8,647,587 

3,972,900 

i 

... 

5,432,032 

5^965,400 

i * Cl s. ««• 

8,082,209 

S 

0,291,700 

Cds'ojjh ... 

5,873,886 

0,89 i, 800 

Oil r ficodo. 

5,334,386 

8,5.14,000 

T.tnl Principle 

52,866,375 

62,880,506 


1,000.417 

2.0^5.700 

r ‘ And TolegropliS 

.3 737,478 

4,515.700 


101,018 

130,100. 

V'- t ' by O.'mI I}£ pS , 

3.57‘VHU 

1,706,800 

b-'u'o.j'* 

% 

67*>,4j8 

748,008 

~u) ^ : K'jt Hccroip^s, 

1 

17,077,103 

26,2 75,000 

j, ” * i in ... .«*' 

4,77“ OTO 

n.lShOiH? 

'* IVbhc "Wir, 1 

4 037 

285,290 

n ; r” R”-'' ?!,*>» 

1,251,710 

1,827,100 

Tu'HI t.-' 

8i,4i3 '"1 . 
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Expenditure, 


\ 

1916-16 

1917-18 
( budget ) 


£. 

£. 

Direct Demands on Eo-j 



VG&IXO 

9,467,370 

10,026,100 

Xu^osfo&tf •»« 

1,190,364 

6,882,800 

Posts and Telegraphs . 

8,149,680 

3,601,900 

Mint 

89,373 

115,800 

Salaries and Deepen sos of 



OiYil Departments .. 

18,868,215 

20,920,400 

Miscellaneous 0ml 



Charges . 

5,128,675 

5,677,200 

Famine Belief and In- 



surance ... 

1,000,000 

1,000, COO 

Railways : Interest and 


\ 

Mlsoeilaneons Charges 

13,901,665 

14,147,400 

Irrigation ... 

3,721,096 

8,834,100 

Other Public Works . . 

5,451,727 

5,536,500 

Military Sorvicos 

23,503,093 

27,277,100 

1 

Total Expenditure, Im- 

85,471,258 


penal and Provincial . 

98,819,300 

Add — Provincial 

335,711 

230,400 

Surpluses 

Deduct — Pi ovinoial 



Deficits ... 

204,771 

SS8,600 

Total Expenditure 

86,602,198 

98,721 100 

Ohargod to Rovonuo . 

Surplus , ' 

* • 

1 - 1:9,800 

Total .. 

86,602,198 

98.850,900 
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J£ the incidence of taxation in India is com- 
pared with that o£ the United ICingdoiB; after 
deducting all the non-tax revenue, e\cept revenno 
from land, and after making every other allowance, 
it can be shown that people m this countrj' arc not 
lightl)* taxed. Such comparisons must, of cotirsc, 
bo made with great caution as various complex factors 
have to be taken into account in making , the cal- 
culations. In the United Kingdom, a population of 
45 millions, earning say £ 2,250,000,000 a year, 
contributed, before the War, in taxes 170 million, 
which means per cent, of the per capita income. 
In British India, a population of 250 millions, earn- 
ing £ 600,000,000 a year (on the basis of a per 
capita income of Rs, 35 a year ), pays iu taxes, say 
JH 45 millions and the per capita contribution is 
certainly not less than the above percentage. Two 
countries so differently circumstanced cannot be 
usefully compared ; but the above result is obtained 
if a comparison may be made at all. 


SuOicicnt funds must he raised hy taxation or 
otherwise to enable the State to perform its duties 
to the people. India is a poor ceuntry with ngrL 
cuUine as its predominant industry. The nunibet 
ricli people cr people who stand much vrithin the 
gin «f subsistence, is very small gaud, there- 
^rtre, a dncf’t lax hkc the iacomc tax or a succession 
tl rri net it :t]y to ha productive.' This is the 
- icu on why the land ti x occupies such an important 
phuc 111 the lux s\s-tcm of this country, Jt has also 
ih„ iv’v.iuttcge cf bi,frg yn anriM\t tnx winch 
the h'lvc been paying from time imme* 

ih’.e the Britirh Govern- 
ni'Uit in iidir, h'ts, for this i enson, tenaciously chmg 
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to it and done Us utmost to improve this source of 
rc\cnue, 

194 . Permanent Settiement.— The per- 
manent settlement of the laud tax in Bengal, has 
been the subject of much controversy. Objection 
has been taken to it on the ground that it has en- 
tailed on the Stale considerable loss of revenue. 
While the land tav in the other Provinces has been 
increased and the Slate has shared in the prosperity 
of the rayats, it is urged, the Jamindars in Bengal 
have not made their proper contribution. This is, 
in the opinion of the critics of the permanent settle- 
ment, grave injustice to other Provinces whose 
lands have to bear an increasing burden of taxation. 
The rent received by the Bengal Jamindars from 
their tenants, has enormously increased, but thev 
amount of the land tax they pay to Government re - 1 
mains what it was in 1793. It is, therefore, suggested! 
that thc'landlords must either be bought out al- ( 
together, or such compensation as they may be 1 
entitled to be offered to them before any additional 
contribution can be demanded,”* 

The Jamindars are naturally very tenacious of 
their rights and resent as an unwarranted invasion 


* " I!, thcreforei the finances ot the country are to be maintained 
}n a state oC soUcncy, either ivc must impose Iiea^uer burdens on the 
people in new and unfamiliar shapes, raise the cost of living to the poor, 
exact the highest contribution which can be levied from the other Pro- 
vinces with each revision of thoir land assessment — m fire, cripple the 
country’s reiiources, arrest its prospenty and disturb its peace— either 
we must do this or Bengal must pay her lair share of revenue along 
with the otlier interests and other Provinces constituting the Empire. 
As a measure of justice as much as of necessity, the Bengal settlement 
must bo remodelled, and the fact that the conditions — the purposes or 
intentions— wth ■which or upon which the settlement ■was made, have 
not been fulfilled adds increased forte to the domond.”— Hector Indian 
hiacal Administration. 
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oE them the mere suggestion of a further taxation 
of land in Bengal. Apart from all political ' and 
I social considerations, the argument that ^ many of 
I the present holders are bona Jidc purchasers for 

* value given j that they bought on the faith of the 
' settlement being what it professed to be, a settle- 
, meat in perpetuity ; that any obligations which it 
5 is sought to throw upon them, having been allowed 

to lie dormant and inoperative, must be regarded as 
non-existent,' is too weighty to be lightly brushed 
’aside, however desirable it ma}’’ be that unearned 
increment should be taxed and the Bengal Jamin- 
^ dars, like other people, should be made to contribute 

• their fair share towards the expenses of the State. 
And it is not easy for the Slate to devise a workable 
scheme of bu} ing up or compensating the landlords. 

Other sources of what is called non-tax revenue, 
arc Forests and Opium, as also commercial under- 
takings like Raihvays, Irrigation works, Post Office 
and Telegraphs &c. Forests are Statc'prdporty ^and 
the income from them has steadily increased an<l 
will increase as their valuable products come to bo 
utilized for industrial purposes. Opium revenue was, 
at one time, considerable ; h«t -owing to an agree- 
ment with China, it has steadily declined and , willj 
in tunc, almost vanish nliogethci. This is a heavy 
racrificc of income, and is likely to be regarded" as 
<|ui\oiic, bM it is calculated, at any rate, to yield 
satisfacriou that India has helped' a neighbouring 
nation to pul dov.n a dcgiacling \ico so rampant 
Chin.n. 

195, KnilV/Tays,-- Indian railways have 
become icTPiint rathe and conbiUule a 
of tK country. For > cars, they not payi' g 
concerns to the Slate and have involved a total losi 
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of about Rs, 6^crorcs. Smco 1904, they have, how- 
ever, been contributing a fairly large and increasing 
quota to the national rc\ enuc. The total mileage of 
railways open in 1915-16 was 36,833, and the total 
capital outlay on all lines, wa*s‘ 537*07 crores. The 
total gross earnings were 64*66 crores and the work- 
ing expenses, 32*92 crores. About 72 per cent, of 
the mileage belongs to the State, the lemammg to 
companies and Native States. The financial results 
of the working of the State railways are given 
, below : — 

1915-16 1917-18 

£ £ 

Oapit'^l at chargo at and af year...364,858,000 307,398,000 
Kct working profit, excluding in- 
terest charges 27,797,000 20 102,000 

Porcontago of not working profit 

to capital outlay 4 88 5*47 

Not working profit alter meeting 

interest charges .. 4,075,000 6,106,000 

Percoufage to capitii outlay of 
net piofit aftpr meeting in- 
terest charges 1*12 1*66 

The importance of railways for the economic 
development of the country, is undoubted. But 
railways having long been a burden upon the 'State 
treasury, which could ill bear it, a rapid extension 
at the cost of the tax-payer, has been most un- 
popular. Certain commercial interests press for a . 
large annual railway programme, and a standard of 1 
Rs. 18 crores a year was laid down only a few years^ 
ago. The necessary extensions and improvements 
of railways must, of course, be effected, but the 
liabilities must not be increased in such a way 
that they w^ould lead to a deterioration of the finan- 
cial position. The Finance Member in 1913 had to 
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administer a warning in this connection to his critics 
who wanted to hasten the pace. He said that the 
railways must never be allowed to become, even 
temporarily, a net burden on the general tax-payer. 
«As matters stand, we have in our railways a 
splendid asset. Let us safeguard that asset. Any , 
'admission of doubtful schemes or failure to count 
in each case the full cost, any disregard of iinaucial 
considerations, will surely lead to deterioration of a 
most serious character.”* 

In some countries like Prussia, the railway's, as 
in India, are State property and they are a large > 
source of revenue. The Indian tax-payer having paid 
for the railways and suffered losses, it is but due to 
him that they should be made a permanent asset on 
which reliance may be placed for yielding a sub- 
stantial amount of revenue. The prosperity of the 
railways depends upon the character of the monsooii; 
and their profits have no doubt introduced an ele- 
ment of uncertainty in Indian Finance.! Indian 
' Finance used to bo called a ‘‘gamble in rain” ; now it 
is cliaracteriscd as a " gamble in railways. ” But if 
' they are properly looked after, as Sir G. F. Wilsoii 
suggested, they must prove a splendid financial 
asset. 


The bull: of the Indian railways have become 
State property but only a few of them arc directly 
rraingcd by the Stale, the others being under the 
mana»femcnt of companies who give the State a 
rlnrc of their profit-, 'Whether all the State ml- 
w.ars may not be profitably managed by the State, 
ims recently been a subject of keen controversy# 
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From tho point o£ view o£ economy and efficient 
management, it is believed, company management is 
more desirable and a vast railway undertaking in the 
bunds o£ the State, is deprecated.® In England 
America and France, railways are private property 
but in Prussia and other countries they are the pro- 
perty oE the State, being managed also by the State. 

AVe hold that from tho financial as well as tho 

, economic point of view. State management o£ Indian 

I railways is preferable. 

* We need not here enter into the history o£ rail- 
way construction in India nor enter into the details 
of the controversy regarding the system of their 
management. This question having been raised in 
the Vicereoal council, hy Sir Ibrahim. Rahimtoola in 
1915, an inquiry has been instituted into it by tho 
Railway Board, and diverse views have been ex- 
pressed on it. During the War, capital expenditures 
on railways had to bo reduced and they had to be^ 
worked at a high pressure. The whole quesiionl 
of railway management and finance must be thresh- 1 
cd out again. The fundamental principles that have « 
to be followed are that the railways which are and ‘ 
v/hich will soon be State property, must be under Stale j 
management and, therefore, under the indirect con-^ 
trol of the people ; that their remunerative character 
must be scrupulously maintained and that they should 


• This view will be found ^jgorously muntaincd m a “Note bn 
State t'f Company _^^^nare^^eat of Railways ” wntten by Mr S C. 
Ghose The ca^c for State management may be summed up in the 
following two sentences taken from Sir Ibrahim's speech in the Council, 
“No one disputes the fast that the railways should be worked on a com- 
mercnl basis , what wo object to^js that they should be worked ‘ purely ' 
on a commercial basis irrespscutc of c\ery other consideration All we 
ask IS that in working on a commercial basis care should he had to the 
eeonomic and industnnl interests of this countiy. ” 

54 
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be vrorl^cd in sucli a way that they will encourage 
national industries and minister to the convenience 
the public. Irrigation works are, of course, a 
''^splendid financial success ; the only complaint about 
them being that they aie not promoted with suffi- 
cient vigour like the railways. 

I? 3. ©nstoms.— In other countries a largo j 
amount or revenue is raised from 'customs. In! 
Ind’a, the tariff has all along been on a free tiadc^^ 
'basis, and a small 5 per cent. valorem import’ 
•^duty, varied accoiding to the nature o£ articles, il 
imposed, the duty on cotton piece goods being only, 
St per cent, counterbalanced by a corresponding 
esciro duty. It was beleived that in a poor country' 
liico India, with unlimited undeveloped resources 
and xvith abundant raw materials, freedom of ex- 
change with foreign countries was a primary need. 
Sn John Strachey observed *; — “Here then is a 
CDuntiy which, both from its poverty*, the pnnnlivc 
rmd monotonous condition of its industrial life and 
the peculiar character of its political conditioa, re- 
qm<csiroia its Cover omcut before all things the 
mo't economical tre tmeftt of its resources and, 
tlicrviore, the greatest possible freedom in its for- 


fciyn c\cnangcs.’ 
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^new import and export duties had to be imposed 
and the old ones increased. Sugar, jute and cotton 
piece goods were the chief ’’afticie^ selected* for 
'an increase of duty and^it was an eminently wnse 
selection. Customs yielded £ 5,S73,SS6 In 1 915-1 6; in 
1917-18, the}* were estimated to give £ 9,394,800. 
The obstinate opposition o£ the representatives of 
Lancashire in Parliament to an increase in import 
, duties on cotton piece goods from 3\ to 7\. per cent, 
unaccompanied by a corresponding increase in the 
j excise duty, the Secretary of State’s defence of the 
I policy of Government and the attitude of the Liberal 
I and Conservative parties in the niattei, proved 
eminently instructive. 

In the absence of suitable direct sources of re- 


) venuc> customs duties have to be levied on a consi- 
|derable scale. In imposing these duties, care has to/ 
;be taken that they will not press hard upon the con- 
sumer and give au undue advantage to particular in- 
terests. Import duties, it is said, make articles dear to 
the consumer ; but if he is to be taxed, as he has to 
be, it is bettor to make him pay in this indirect man-* 
ncr. Lancashire and other freetraders sympathiso 
with the Indian consumer ; but it is only the con- 
sumer of fine English fabrics that will benefit by a 
policy of free imports. If other taxes are levied or 
increased, the oidiiiary consumer will bo hit much 
harder and even his food will become dearer, 
^'Promotion of indigenous industries, is comparative- 
S Jly a secondary consideration when ■we are dealing 
'* ^with finance, but it is one which cannot be ignored. 
As Mr. Austen Chamberlain pointed out to Lanca- 
shire manufactures, they want a fiee market in 
India as a protective measure, and similar pro- 
tection may bo claimed by other , interests. Pro- 
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fencnUal duties are advocated on the above ground 
and the Indian tarifr must be framed -on, thc,-.same 
principle. 

197. Excise and Salt* — Another indirect 
j tas is the excise, and this revenue is derived from 
I the manufacture and 'sate of intbticatihgJiquors, 
j opium and hemp drugs. There has been an alarm- 
ing increase in this revenue during recent years. 
This gro'wth is naturally regarded vrith grave auviety 
as the habit of drink is one of the deadliest of erils 
from which society may suffer. It is, however, stated 
that * the considerable growth of the excise revenue 
in recent years is due mainly to higher rates of duty 
and stricter excise control, and does not indicate a 
corresponding increase in consumption, although 
some increase has occurred through the expansion of 
population and the greater prosperity of certain 
classes’. It is unfortunate that the prosperity of 
the people should be associated with the consump- 
tion of liquor. Excise duties are imposed upon in* , 
toxicatmg liquors and drugs for controlling their 
consumption as well as for raising a revenue. But 
the latter object must be subordinated to the promo- 

tijn of the physical and moral well-being of tuc 
yecple. 


The salt duty is another indirect tax which Jails 
upon and is felt mainly by the poorer classes. It 
ius c:*cr been a favourite source of revenue with 
Go-vcrnineat Tnc duty is levied on.alUsaltJmport- 

c<i >nto r.nd iranufr.cturcd in India. It is the only 
tax. It is sa d, which reaches the masses and is a mi- 
rv.tc coptribuUorji made bv them to the public 
tfcrisury. In i the rUc of the duty w*as made 
nn'for-.i riie country at Rs, maund 

and *, ‘■’j: rii«‘cd siv years ietcr to 2^ rupees. Sslt is 
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a necessary of life in India, and a duty on such an 
article ought to be light if it cannot be dispensed 
with altogether. Only in cases of estreme necessity 
should the article be subjected to a duty. Since J?p3 
, the tax has been steadily reduced and it stood at 
Re^^l per maund ; but it was recently increased on 
account of the pressure of war conditions. The 
facility with which the tax can be increased without 
trouble and change in machinery of collection, is a 
temptation, which has, however, to be resisted. As 
the late Rao Saheb V. N.Mandlik said in thcYicerov’s 
Cj^jiQil, "Salt, like grain, ought to be practically free 
or if that cannot be, that it ought at least to be taxed 
as lightly as possible.” The fact that^ even a small 
reduction in the salt tax, has immediately led to an 
increase in consumption, shows the importance of 
this necessary of life to the poorer classes. The 
salt tax is regarded as a reserve of financial povrerj 
to be drawn upon in times of need and resembles, 
m this respect, the English income tax or the Iand| 
tax in England before it was allowed to be re«i 
deemed. 

198. Income Tax. — ^The Indian income tax has 
not been very productive and yielded about Rs. 3^ 
crores a ye ar, until the* rate was enhanced in 1^16 
on a.gtaduateii-scale on incomes of above Rs.^5,Cl00. 
This is due to the fact that the people are poor and 
the number of those w ho can be .as^essed^as .ex- 
t reine l^Lsmall. Besides, income from land is exemptr 
ed from this tax, as it has already to bear the burdei^ 
of the land tax. Then, again, those who would be 
subjected to a well-designed income tax bringing 
. into its net the upper-middle, trading and the ]pri>' 
'jfessional classes and making them pay their diip'/-- 
share, are influential people and can resist the im-' 
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position o£ such a tax on one ground or anotber. 

^ Sir John Stachey sa 3 *s— “There is no countrv' v,*hcre 
a tax upon incomes is more just than in India, but 
there has been difficult}' in imposing and niaintaiu* 
ing It because it has been opposed by the richest 
and most powerful classes, who alone can make 
their voices heard. It has long been a reproach to 
our administration that they have borne no fair 
proportion of the public burden.”* 

Before the present income tax was first imposed 
in 1SS6, there had been in existence, the license tax ' 
on professions and industries. The financial ditficiil* 
ticst of that 5 'ear compelled Government to devise 
new schemes of taxation. (Import duties and a tax 
upon salt were not to be thought of, and Govern- 
ment turned to the income tax as the only resource ‘ 
left to it. How strong was the opposition of po\Ycr* 
ful classes to an income tax, may be judged from the 
speech Sir A. Colvin made in the Viceregal Council 
on 4th January, 1886, in introducing the License 
T.ix Amendment. Bill. He said: — "The firiaficiST 
history of the last 25 years is strewn with the 
ckUclons of discussions on direct taxation and " 
more than one of my predecessors is giboltcd on 
that dismal golgotha for the p^l u hich he took iu 
connection u lOi it, ..the classes iu this country who 
dernc the greatest security and leiicfit from iht* 
British Govt-, innent are liiosc who contribute the 
Icust tov'ards it,.,, I know that what I have said ns 
^to lac irnnumity of tlie middle and upper classes 
from the.” due share of the public burdens is as a 
t%vicc told talc -vc^diigihc dull ears of a drowsy mnu, 
out it, j- m.vcrt«clcss n grievous blot on our indii*’ 


* J-I % ‘‘o -i** i’rcf^ ■'ftst, 
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udmiuistration which urgently calls for removal and 
which I believe, , with patience, prudence and ex- 
ercise of a little fortitude must and will be remov- 
•ed.”* 

When the Hbn’ble Mr. Dadabhoy moved a re- 
solution m the Viceroy’s Council ml2X^, recom- 
mending that the minimum of income assessable to 
the income tax be raised from Rs. 1,000 to Rs. 1,500 
a year (the original limit of Rs. ^QO-had been raised 
to Rs.J.,D0CUnU90S in Lord Corzon’s time when the 
treasury-WASwOverflpwing jfith.. surpluses ), Mr. Go- 
khale laid down the following sound maxim. "The 
State has to look at the whole scheme of taxation, 
first, from the standpoint of its own necessities, and 
secondly, from the standpoint of the comparative 
ability of the different classes to pay their particular 
share of the total revenue raised from the commu- ‘ 
nity. Now, judged by this standard, I really do not; 
think that the class for which my Hon'ble friend 
seeks a remission, has any substantial grievance.” * 

Under the stress of war conditions, Government 
hot only introduced the principle of progressive , 
taxation into its income tax, but also imposed a 
supertax in addition on all incomes in excess of 
|Rs. 50,000 per annum, on a graduated scale. This 
is, of course, regarded as a special war measure, but 
the new principle ought to be made to stay. With 
increasing demands upon the Exchequer, those who 
.vre in a position to pay, ought to be made to make " 
a proper contribution to the expenditure of the 
State. If relief is to be granted, it must be granted 
to petty land-holders whose agricultural ^ incomes , 
are taxed through land revenue. Larger incomes, 


* Proceedings o£ the Supreme JUgislotive Council, i886. 
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jfrom whatever source they come, aguculturc, io. 
‘dustry or trade, have to make their contribution. 

199. Direction o? Reform:— We cannot dis- 
sociate the problem of taxation from questions' 
relating to expenditure, the machinery of finance 
and control of finance. It has to be first (1) noted that 
the administration in India is too costly for the 
country and, wherever possible, expenditure must be 
reduced, especially by substituting Indian agency in 
the place of the European. (2) Even when this eco* 
nomy is introduced, the country will have to face a 
steadily growing expenditure urgently required to 
promote social and economic reforms. (3) This will 
necessitate additional taxation. (4) The fresh sources 
of revenue will be customs, — import and export 
duties, — heavier taxes upon larger incomes and in- 
heritance taxes. Increased revenue may also ho 
expected from the existing taxes which will 
steadily become more productive and also from the 
commercial undertakings of the State. (5) Imposi- 
tion of taxes and expenditure of revenue must be 
brought more under popular control. (6) AutUt will 
have to be independent and more strict. (T) There , 
must be further decentralization* of finance and 
Pro^ inci'^l legislatures must be given the power of' 
independent taxation, again, under popular couirol.' 
And (S) the resources of local bodies must bo in.' 
creased so that more may bo spent on the promotmii 
of sanitation, village public works, racdical rclicf and 
education. 

At present Frovincbl legislatures do not posse's 
powers of taxation and arc controlled by the Supreme 
Government, Greater cleccnlra’lzalion of fiantjco 

* Stz /liiihcrtV I-Cson Adcshirltsi'ioa, VI It • ft” > 
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will make Provincial Governments more responsible 

and the freedom allowed to them will enable them 

to raise larger funds by taxation and to spend them 

to the benefit of the people. The Government of 

India is wedded to the S5'stem of centralization 

though it has bien steadily relaved in favour of local 

Governments; bat in time, contributions from the latter 

to the Central Government must necorac the cardinal 

feature of Indian finance and must take the place 

of the principle of assignments of Iinpenal revenue 

to Provincial Governments. The evpansion and re- , 

form of the Legislative Councils makes this change , 

imperative. 

/ 

V The financial position of municipalities and local 
bodies also needs strengthening. They must be 
given growing sources of levenuo and greater con- 
trol over their own affairs. They will also have to 
increase their revenues by adtlional rates and other, 
wise if they are to discharge he 5 'unci ions efficiently. 
A portion of land reveuvc may uo beneficially 
assigned to local bodies and they may he encouraged 
to strengthen their resourcos by rates. This local 
finance is very important in other couairies and the 
position in India in that connection is unsatisfactory, 
Mr, Gokhale most successfully brought out this 
contrast in a speech he made in the Viceregal 
Council* in moving his resolution on the resources 
of Local Bodies. While in England, out of the to'al 
revenue, national and local, the share oHocal bodies 
is two-fifths, in India it is only cne-fi£tb, and mere 
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than one-half of that one-fifth i$ administered by the ^ 
State itself. 

200. Public IDebt:— We shall close this chap- 
ter ^ith a brief account of the Public Debt of India. 
At the outset, wc have to emphasise one peculiarity 
of the Indian debt viz. that'*it8« burden -is ex- 
tremely slight. While the public debts of Buro- 
’ pcan countries have run into hundreds of millions oC 
pounds, chiefly owing to wars, the bulk of the Indian 
debt has been contracted for productive purposes. It 
* must not, however, be forgotten that in the past wc 
have paid off our unproductive debt out of revenue at 
. great sacrifice. India has had her dead-weight debt 
‘ incurred for wars, expeditions beyond the frontier, 

■ v/ar-like preparations and for meeting famine ex- 
1 pcnditure and deficits. But whenever there were 
surpluses, they were systematically used for reducing 

- the public debt, which means that the Indian lax* 

< 

, payers have had their burden of debt paid off out 
of tax-money. 

in the time of the East India Companyri’^lilicob 
and commercial functions of the State , were- laiscJ 
up together. The continued wars which the Com- 
pany had to undertake, went on adding debt to debt 
steadily from year to year, though a part of the 
deficit vras supplied from the commercial profits of 
the Company. The total * territorial ' debt of India 
in 1792 was ;£9 minions and increased to "JC 30 m d* 
lions in 1829, to more than & 53^,iii3nic»3 by the 
middle of the 39th century', and to ;C 09^ in 
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1858^ The Mutiny made additions to the public 
deby I It went up to about & ,13^. millions in 18£6. 
The debt stood as follows during the subsequent 
years : — 


31st 

March. 

In Sterling. 
Mill. 

; In Rs. 
15Rs.=£l. 
i Mill. 

Total 

Interest 

1888 

84-1 

65-4 

149-5 

6-2 

1893 

106-7 

68-6 

175-3 

6-7 

1898 

123-8 

74-4 

197-7 

1 

6*7 

1903 

133-8 

78-2 

212-0 

7-1 

1908 

156-5 

88-5 

0^ 

245-0 

8-1 


The ^ordinary’ or unproductive debt was gradu- 
ally reduced, and the productive and unproductive 
debts are distinguished in the following table : — 


Ordinary and Productive Debt, 



Ordinary. 

Productive. 

Total. 

1 

3ist 

March. 

Mill. £. 

Railway. 

Irriga- 

tion. 


Mill. £. 

1888 

73-0 

59*2 

17-3 

V/65 

/ 

149-5 

1893 

65-0 

91-0 

19-3 

110*3 

175-S 

1898 

70*0 

106*0 

21-7 

127-7 

197-7 

1903 

59-1 ' 

128*1 

24-8 

152-9 

i 

212-0 

1908 

37*4 

177-7 

29-9 

WAiYjait 

mm 

245*0 
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fUurciiu'nerative debt shrurbiiTi 20 years from bein^ , 
i to 4 of tUo total volume o£ outstanding loans. The 
’ rcductioii reHccls app’'o:»iinateiy the evtont to nrhich 
current revenues hare heen jlevoted to capi tal 
penditure. ThciC is a sort of sinking fund arrange- 
ment by which to redace the U!iproducti\o debt, 
■while for the rodcniption of the productive debt 
provision is made foi annuities &c. in the railwaj* 
expenditure. Into’ est charges debited to railways, 
contain items of this description, so that the true 
profits from the raiivrays arc higher than shown in 
the accounts. “ In any j’car in which, owing to the 
use of surplus revenue or deposits for tho construc- 
tion of public works the capital expenditure of the 
year exceeds iue aiuouirt of debt incurred in the 
year, the elicct of luis system of classification 
(Ordinary aul Prothciivc Debt) is to cause a de- 
crease to be shown in tne amoant of the ordinary 
debt.” The Debt stood ac follows on Slst March 
1913;— 


(<v) Porm.racnt DTut. 

Debt for Raihv.ij’s ... ... 211.832,819 

» „ Irrig. t on works 37,552,030 

For iu'U d c:>pcn(Iitaro on 

Drifti ... ... 119,SS^ 


n ~ii ‘ I ■ 

Total of P.b.io ' ,’o.hs Dr>t.. 249^504,735 
iTdin.cc.b-ui^^Orunv'Ti Debt. "24,898,777 


2 


1 o‘nl Tc' . 1 - , :!it Dobl ... 274,^03,51 2 
<0 rctupv'’-‘ty incurred on 

Ci'mi.v r/ d bills ... Ail. 

st 

Total ccTl ( p , 'c/jcnt r’y] 

Ic ipOTurv).!' 274,405,^12 



Public debt. 


43^ 

On the 31st o£ March, 1916 the Indian Public 
Debt amounted to £,286.145.008 (viz : — rupee debt 
converted into sterling at 1 s. 4 d. the rupee# £ 
^^Z3,1Z2, and sterling debt, £ 182,172,829).” There 
were also other obligations of tlie Oo^rnment of 
India, including Savings Bank balances, Judicial and 
Departmental deposits, balances of service funds 
&c. amounting to £,^jj 485,613, and the various 
railway a nnuitie s, representing in the present year 
a charge ^ £ 961,160. A loan of £ 4,000,000 from 
the gold standard Reserve in India was also out* 
standing.” 

Government raises, for its capital programme, 
rupee loans in India and sterling_l03ns.via England, 
and for purposes of railwa)*^^, the latter are neces- 
sary as sufficient amounts cannot be raised m this 
country. While exchange was unstable, sterling 
borrowings entailed a heavy charge ; that difficulty 
has now been removed. It is still desirable to 
raise as much capital in India as possible. Con- 
struction and maintenance of railways require, 
according to the high standard laid down, larger 
amounts which cannot be secured in this country, 
and the amount of interest that has to be paid to 
England increases year after year. The War Loan 
is, of course, an extraordinary loan, and though its 
success is gratifying so far as it goes, the total 
obtained by Government out of the Rs. L^crores, 
shows the poverty of the country compared with 
the abundant -wealth of other nations. 

While our FinanceJVImisters used surpluses to 
reduce the-unproductive debt, small though it was, 

I the late Mr. Gokhale contended, year after year, 
that they should have been mainly devoted to the 
j financing of schemes of social reform.' Persistent 
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surpluos, he urged, vrere funds taken out of the 
pockets of the tas-payers and must cither be re- 
turned to them through remission of ta^iation or, - 
much better, be devoted to the spread o£ educa* 
tion, improvement of samtction and so on. The 
following long 'B aIi act xiom one of his speeches in 
the Viceroy’s Council, gives a lucid exposition of the 
Public Debt position in India and o£ his views 
m that connection : — 

“ Sir, IS the amouut o£ onr debt ? Onr total debt 
is made up oi vaiiotis compoaeut factors. Th ere is th s 
aermsaent or fc nclcd debt Thote is tho temporary or tin- 
funded dobt. And there are vaiiouB funds with tho 
GoTernment, sneu ns saviag;_br akB dep osits, sorvicftJunSs, > 
speqird loans, judicial dcpojjits m courts pud so forth. 
Against this lUo Gorernmeat haro their Railways and 
irr'galio*! works, thoir loam, and advances to local bodws, 
Fat VC Stales and cultivators, and their oa:h bakneo^^^ 
Deducting these latter from tho lotol debt, what remains is 
tho trao ordinary or unpTo''’uc*ivo debt l^’ow taking the 
f.guTus for 1007-h and bimgmg them up to date, wo find , 
that in the peini"uant debt mli dm was 88 5n mil- 

lion* thpinrainnent c;bi in Er gland was ISS’dS nullioas, 
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Local Bodies, Native States and cnltivaters amounted in 
i that year to 18 millions, and the cash balances were 18 - 64 nil- 
' lions. Thus S39 millxons out of 2G7‘2 8 millions represented 
‘the investment end cash balances oi the Government, leaving 
only about 2 I-milIions of real unpr'ductive debt for the 
country. This was in 19JiXtDS. Since then the position has 
undergone some deteiioration Of course, there has besn 
additional borrowing for Sailwavs and Irrigation, but we 
need not take that into account s.nce IjifulTOys and Irriga- 
tion investments are earning 5 and per cent, interest 
respectively But there was a deficit in 1908-09 of 3 74 
milhons. In 1009-10 there was a surpljs of *61,millions and 
this year excluding the opium surplus of 3 iuillions,there is 
still a surplus of Jt9^ or half a million The position there- 
fore during the last 3 years has undergone a deterioration by 
about _^64 millions and we must add that to the figure for 
1907-08 to find the total unproductive debt at the present 
moment. This comes to 29,7 millions, say SD^ilhons. Or 
if the Finance Minister will prefer it, I am prepared to take 
the funded unproductive debt, ns it appears lu our accounts, 
which is^37_ millions That means making a prosrmt of 
about millions to t he Hon ble Member ^ hut I 
will do so and will take 37 millions for the 
purposes of my argument. Now, Sir, what is a total 
unproductive debt of 37 millions for a vast country 
i like India P What IS such a debt compared with the huge 
' debts of other countries? And is tho reduction of this tnfling 
debt a matter of such paramount importance that everything 
the Finance Department can lay hands on should be devoted 
to this reduction to the practical exclusion of all other 
useful objects, as has been done, during the last 10 or IS 
years? Sir, my protest against this policy of the Govern- 
ment has been a long-standing one Year after year, for the 
las t^ IQ y ears, I have been raising my voice in tho Council 
against this policy, but so far without much effect. How 
does our nnproductiva debt compare with that or ether 
countries ? In England at the present moment, you have 
a national debt of over 700 millions, corresponding to our 
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unprotluctWe debt In Franco It is over a tbp)TS,andjnjnion8, 
In scyeral other countries it is four to fivainadrod JuilUoBS 
Even jn an Eastern country like Ohlna it is obou^n.0.TnU* 
lions, though the annual rovenuo is much smaller than our?. 
The Honlole hlombcr speabs of the necessity of strengthon- v 
ing our croait. If wo look at the rates of interests at which 
different eounlncs borrow, it will be fonnd that our credit 
is ciceedingly good 

SOS. Summary. — ^The land tax is the most 
important source of revenue in India, yielding near- 
1y one fourth of the total income of the Govern- 
ment of India. It is the oldest tax and has ever 
been the main stay of the rulers of the country. 
The duty of the subjects to contribute to the expen- 
diture of the king and of the king to spend the 
taxes so contributed for the good of the people, v?as 
recognized in olden times. Various other taxes and 
ccsscs were also levied. The British Government 
. tried to abolish the numerous small taxes which prov- 
ed vexatious and made the assessment and collcc- 
■jtion of the land tax more systematic and strict. The 
p roperty tax because it falls upon oil 
laiid, and it operates in practice as an income tax, 

' being a certain proportion of the net produce or net 
' rem.'^l. 


In Bengal the laud tax v.as permanently fi.xed, 
mid e\cn under the rayatwary system, the original 
iuca of the authors of the system was to make the 
rcttle^ncDt permanent. But the rent theory and 
taa theory of unearned increment, swayed the policy 
o the and the land tax has been steadily lit-" 
at e, ten periodical settlement, TheJcodeWH 
tcndc’i'^y lo not to tax properly, but to tax jucomet, 
nts ^ a- tiK. In ViCm lend tax ia, to all intents and put- 
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poses, a tax upon agricultural incomes, it is neces« 
sary that it should be assessed like the income tax, 
smaller incomes being exempted from payment or 
being taxed very lightly. 

The Government o£ India derives income also 
from State property such as forests and ^monopplies 
like opium, audits railway property has now become 
very remunerative. Government has spent crores 
on the railways w'hich, for years, were a losing con- 
cern. Interest upon the capital sunk in them had 
to be paid out of current revenue. But under con- 
tracts with the companies, the railways have been 
purchased by the State which now owns a majorj 
portion of them, though onl}' a few are directly! 
paanaged by the State. Whether State management 
would be more economical and desirable, is a ques- 
tion which is being debated at present, and popular! 
opinion inclines to the view that, on the whole, State 
management would be preferable. 

In accordance with the free trade polirv of the 
Government in England, the Jnd'an^unS has b^en a 
purely reven ue tar iff. But owing to tlie poverly of 
the peope of India and in view of pres‘:ing reforms 
which have to be undertaken, more reli ancq jnjl 
have to be placed upon customs. "'TP was with the 
greatest difficulty that the import duties on coUou 
piece goods could be increased in the budget for 
1917-18 from 3^ to^ cent, without a corres- 

ponding increase” in the excise. To secure larger 
revenue Government will, however, have to impose 
high import and export duties like those levied to 
meet the exceptional situation created by the wa’’. 
The salt duty falls upon a necessary of life and must 
be lowered instead of being increased. The excise 
IS mainly a tax upon aluxury,and a debasing luxury, 
and must be so regulated as to discourage drinking. 
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These ate the principal indirect taxes, and stamp 
' duties and registration fees are of the nature of 
charges made by the State for direct services render- 
ed, The income tax in India is comparatively un- 
productive, and until, owing to the urgent neces- 
sities of war, the rate of the tax was increased and a 
supertax was levied as an extraordinary impost, the 
wealthy classes, it was believed, were let off lightly. 
If these classes are made to contribute their proper 
share, the yield of the income tax will be consider- 
able. 

lO’ 

< The Government of India has assigned certain 
revenues to the Provincial Governments, which have 
no powers of independent taxation, and though 
there has been a steady decentralization of Provm- 
cial finance, complete financial autonomy is being 
demanded for the Provinces, The local bodies are 
financially weak. They raise revenue by levying 
rrtes and ccsscs,-but their income is inadequate to 
the needs of progress. A portion of land revenue 
and a cess upon the excise revenue may be assigned 
to them with advantage. In any case, the resour- 
ces of local bodies require to be expanded, 

, Before India assumed responsibility for a war 

loan, of 150 crores of rupees, the bulk of her public 
debt was productive imd represented capital invest- 
ed in railwaj s and canals, Tho unproductive debt 
has been comparatively small, and was steadily rc: 
duced, surpluses being used lor the purpose when* 
ever that was possible. Payment of interest and» 
rradu-^l rederaption of the pubbe works debt, is ptc* 
‘ided for in the current expenditUTe of railways, Tia* 
have conlribwlcd to make the railways 
such 13 fine rjauonal asset, that rai]v,'fty revenue must 
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provide an increasing share o£ the total income of 
Government. 

' With rigid economy and retrenchment, the 
existing revenue, growing with a slow but steady 
pace, will suffice to meet the normal demands of the 
administration. The additional revenues required to 
carry out the many pressing reforms, will have to be 
obtained from customs and the income tax, suitably . 
reorganized. All classes must contribute their proper 
share, but the principle of progressive taxation must 
be introduced. Indirect taxation is preferable from 
the point of view of the mass of the people and 
luxuries ought to be more heavily taxed. 
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206 . Fries Lcuelo : — When we estimate the 
compMatue utility of an object, theic emerges the 
idea of its value. The value of one object may 
expressed m terms of other objects when the com- • 

parativo estimates of their desirableness are stated.. 

There are seveial theories in Economics m connec- 
tion vrith the causes of value with which we are not 
concerned. What is to be noted is that when value 
is expressed in terms of money; it is called pricc; 
and as barter has disappeared in all civilized coun- 
tries the question of prices has assumed considera e 
importance. What is the cause of price, whether;’ 
It is cost of production or the slate of demand^ an 
tupplv; need not be here considered. Bui. it 
ncccssaiy to understand that money is itself a 
commodity and us values arc expressed in moncyi 
it'! own ’iplue is an important economic factor. 

The rise or fall of the prices of different com* 
moddsf s r.ny he due to different causes. When the 
'!«pply of a cOiiimoaity exceeds the demand for itr 
rclloit havij to he content with a smaller price the 
purcharsr inuy be willing to give, The reverse "fti 


£•11102! Levels Ut 

happen if the demand exceeds the supply. What will 
be the degree of the rise or fall, will be determined 
by the keenness of the demand and the ability of 
the supply to wait for a turn of the market. Much 
depends upon the conditions under which the sup- 
ply IS produced, the time required to increase it and 
the substitutes with which the consumer is likely to 
be satisfied, and so forth. 

Price IS, therefore, an illustration of the law 
of demand and supply. There cannot be a general" 
rise or fall of values, but this phenomenon can take| 
place in the case of price. Money ^s_^a measure'^ 
of value, and if owing to a.changV iii demand -for 
or supply of it, its own value changes, the change 
must be reflected in a general alteration in the 
prices of all commodities. Prices of different com- 
modities arc always rising or falling in different 
degrees, and the changes may be accounted for on 
the ground of deficiency of supply or excess of 
demand. But a more or less uniform rise or fall 
cannot be so explained and we must look for an j 
explanation of the phenomenon in the change of « 
supply of the common measure of value viz. money. | 

A rise of prices means depreciation of money. 
When prices go up the purchasing power of money 
•goes down. In fact, the risejof prices_ and, depre- 
ciation of_ money are , two —aspects- of the same 
; phenomenon. The fact that prices g(S low, means 
. that a smaller quantity of money is sufficient to 
i buy a stated commodity and there is appreciation 
*of money. It is on this relation between prices and 
the quantity of money in circulation that the 
“ quantity theory of money” is based. The quantity \ 
of moheyTnxfludes-papSr as well as metallic money, 
because credit very largely expands that quantity 1 
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and the velocity with which money moves from band . 
to hand in transactions, practically adds to the 
quantity. K the increase in quantity is accompanied 
by an increase in the volume or exchange transac* 
tions, the price relation will remain unaltered. 

30?. ©aantity Theory o£ ^loney —Taken 
W’ith its limitations, the quantity theory of money is 
perfectly sound and sa^sfactorily explains the ftuctua* 
tions m prices. ^‘In short, the quantity theory 
asserts that ( provided velocity o£ circulation and 
volume o! trade are unchanged ), if we increase the 
of dollars, whether by renaming the coins, 
or by debasing coins, or by increasing coinage or 
by any other means, prices will be increased in the 
same proportion. It is the number and not the 
weight that is essential. It is a fact which dif- 
ferentiates money from all other goods and explains 
the peculiar manner in which its purchasing powt 
is related to other goods.”* 

We shall not here deal with the elementary 
considerations relating to factors which govern tho 
8uctuation of prices in India and with customafV 
and monopoly prices. The question of prices in 
India, as elsewhere, is mainly a question of the 
operation of the law of demand and supp'iy'j sna 
, evidence for this is to be found in the rise of the 
lerel of prices of food grains in times of famine and 

gGUcity. The defective ^character _ of coxomunt* 

cations and absence of keen coiapctitiou as the 
predominance of custom du the economic relation 
of people, long governed Indian prices. But, the 
railways which have brought the various parU o 
the country into closer contact with one another 
and India itself into intimate touch with fotcig® 
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countries, have changed the nature of the problen^ 
of prices, which are more susceptible than before 
to changes in the markets of the world. * 

The general level of Indian prices began to 
rise i n 1904, and went higher and higher every year, 
until tho nse assumed almost alarming proportions. 
The index number went up from lOO in a normal 
year before the rise commenced, to l40 and even to 
200 and more in certain cases. The rise was attributed 
to different causes by different people, and while it 
was welcomed by some as an indication of growing 
prosperity, others traced it to the currency policy 
of Government, wdiich had, since 1899, artificially 
enhanced the value of the rupee. The question was 
discussed in the press and in the Viceregal Council, 
and the appointment of a commission 'of 'inquiry 
was suggested. Government thought that the new 
currency system inaugurated in 1893 and com- 
pleted in 1899, had not had a sufficiently long trial 
and that commissions had always an unsettling 
effect upon things ; they therefore deputed Mr. K, L. 
Datta to collect statistics on the question of high 
prices and asked him to submit a report thereon to 
Government. 

20^. Higbi Prices in India : — ^The causes of 
, the high prices, Mr, Datta concluded, wore mainly 
' of two kinds: — (1) causes peculiar to India, and (2) 
causes whose effects were world-wide. Among the ^ 

’ former were (i) a decreased production of food stuffs, - 
(ii) an increased demand for Indian raw materials 
and food products, (ii!) development of communica- 
tions, and (it) decrease in the cost of transport ; and 
among the latter, the chief w'ere (i) an increased 
supply of gold, (ii) development of credit, (lii) des- 
truction of wealth in wars and (iv) espenditure on 
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the armaments, Mr, Datta thought that all these 
causes combined to raise the prices in India and 
that the rise was not due to any one cause. He was, 
however, convinced that the prices o? £ood stuns m 
this country had risen on account of the fact that the 
food supply of India, compared with the„ demand, 
reached its lowest level in ihe quinquepium 1905.09 . 
and thus shortage of supply undoubtedly contributed, 
in no small measure, to the unusual rise in price 
during that quinquennium. 

/' Broadly speaking, twc theories about the rise 
of prices, held the field : (1) that the large volume 
of the rupee currency which, under the gold ex- 
change standard system, ceased to be automatic, led 
to the depreciation of the token rupee j and (2) that 
" Indian currency had nothing to do with high prices 
which could be explained by economic changes of 
,, considerable magnitude going on in India and the 
outside rvorld.^^Finance Members like the Honblc 
Mr. Baker and' Sir G. Fleetwood Wilson, held this 
view, and it was endorsed by Mr. K. L. Datta. 
Mr, Gokhale and others were inclined to accept the 
first theory, and both the views found expression m 
the Viceregal Council, when the question was re- 
ferred to year after year,* 

That the quantity theory of money applied 
the problem, seems to have been admitted by every 
cue } and the dilfcrence lay in the emphasis laid 
upon the difierent terms in the price cquatioOT 
M>tVssTxP, (Mrsraoney, Vs= velocity of circula- 
tion, T = trade or volume of exchange transactions 
and Prs price) and on the part played by^ the 
quantity of the token rupees in circuhttion, - Pbus 
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!'^r, thought that the quantity of money in- 

crc'iju’tT v.jlh the c'‘pari'-ion of credit end increase 

- »n ye!'' Ity, yrict •■i of (cod stvii*; were bound to 

ir-c-, 'o t*'! %o!iiin£. of their production re- 

inaired t e Jy The Go' ernmeat o£ India did not, 

cf CQvurt. r~‘T«ut c’cpl inetion of Mr, Datta about 

ih- r.’-uiXcieut tuj'p’y 01 food grains. t This theory 

is rr.ls' !.n ■vT'’'licf.ttOR of the law of demand and 
♦ * 

i.upplv rrvl 1 old gf'-cd if proper attention is 
p.iHi tO * ether thmc:? rerjaaimn^ the same.* 

S?£«‘ Cnrrc.ioy and j.’rlces : — Making full 
r.}Ic\.an.'’c fc the f vct tHat India, by its adoption < 
f ■ n t'cld .Lr.‘ luifd, has been s\>ntchcd on to the. 
f . trciicj of the ren of the world and is un- 
de"’ t'-dly b» its share in the price fluctuations 
to wd.ich l‘ic r..'t of N\orld has been subject, ’*t 
and for thj incrca cd doin uia for c rtsin o£ India’s 
I roJnet*!, "b < h b: overtaken the supply, ono is led ‘ 
to ’oeiIo^e^hr^t the g-'oend rise of the price level is, 
fo a com^Ucrahic e ti.at, one to tan disproportion - f 
otcly lir,;e s ipj ly of currency. The spell of high 
prices ruhng m Europe urd America has been 
itinbuled to t'lc increased output of gold and the 
eons'-f uent c::pans5on ot currency and credit all the 
wotio over. The same phenomenon is to be wit- 
nisrcd in tl’is couniry, and the relation between 
high price and the Indum currency system seems 
to bo intimate. 

The ofhcisl view is that the Indian currency 
system is autoruHtic, th'>t no more rupees arc issued 
from the luiijts than ore absolutely necessary for the 
purposes of tr -vdc rud li 1 '. the riso of prices which 


i ,4S'‘l‘5S nbovc. 

* Sir Guy M«sli 031; Wibotr. 
57 



IHDIAIT ISCOljfOMlO^. 

'has necessitated the increased coinage of rupees. 
Government ccrtainlj^ issue rupees in response to 
^ the demand of trade, but the output o£ these token corns 

hasbeen exceptionally heavy. Mr. Keynes says: 
«Thc effects of heavy coinage are cumd^iye. inc 
Indian authorities do not seem to ha<e understood 
this. They were, to all appearances, inffucncea oy 
the crude inductive argument that, because there 
was 8 heavy demand in 1905-06, it was iiAcly t a. 
there would be an equally heavy demand in 1906- / » 
and when there was an actually heavy demand in 
1906-07, that this made it yet more likely that there 
would be 0 heavy demand in 1907-08. They frame ^ 
their poUcy, that is to say, as though a community 
ponsumed currency with the same steady appetite 
with which some communities consume beer. 

The gross outturn o£ rupees at the Indian mints 
was as follows : — 

Crorcs. 

1902«03 

1 903«*04 *.t ... ... 16’!/ 

1904- 05 ... ... ... iO'SS 

1905- 06 ... ... ... 

1906- 07 15*57 

1 907- 08 ( Estimate ) ... 1 

There v;as, during theso yearr, a close 
lism between the growing output of rupees and 
the steadily rising prices, Tl.e rupees arc not no^ 
melted as they used to be before the closing of tnC 
minis, as this procedure entails a lose. .There -is A, 
-steadily increasing absoipuon^ of the currenej^ 
among the people wid this ijv'’u’.rion--iiivS had a 
material effect in pushing up the price level. 

• $£« Htpofts ol Cu-itiiry Depfras-n 
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^erieucc has taught that rupees distributed over the 
interior of the country in payment for the staple 
products, do not qtiickly return to centres of com- 
>merce and industry and efforts have to be made to 
.‘get this currency back.*" If additions continue to be 
''made to the existing stock of rupees, the inflation 
^must raise prices though not in the same proportion, 
because a part of the cariency is required to meet 
the increasing volume of trade. This is the way in 
which the unautomatic character of the currency 
system acts upon prices. 

The problem of prices is complex and various 
factors exert their influence in determining the 
price levels. Insufflcient supply of Indian products,, 
high gold prices ruling in outside markets, a large 
external and internal^demand for Indian products,' 
the expansion of credit — all these factors must be 
given their duo weight. But the peculiar character 
of the rupee currency, and the manner in which it 
is issued and is absorbed, cannot be ignored as an im- 
portant cause of the rise of prices. A rise thus 
brought about, cannot be complacently regarded as 
natural and beneficial, and an effort must be made to 
minimise the influence of that cause by improving 
the existing currency system. The idea of prospe- 
rity induced by high prices, is misleading if all the 
factors causing the rise are not taken into account. 

In our chapter on Production and Population t 
we have show n how ** if more mouths have to be 
fed with the same or nearly the same quantity o£^ 
food, the prices must rise and this object cannot ^ 


* Experience of currency difSc allies during the •war, confirmed the 
truth of this stnicmsnt and Government istued gold to attract rupees 
back into circulation, 

f Chapter VII. 
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■be Aii of congratulation or of consolatiou in vie^ 
of the fact already noted that the closing of the 
other industrial avenues is driving many people 
on to the land.” * It is superfluous to repeat that 
the producers of raw materia’s which command high ' 
prices in the foreign markets, must benefit to th 2 ex» 
’tent of the larger margin alfor Jed (i) if the profits are 
^not interrupted by middlemen and (n) the cost of pro- 
iduction is not increased. But raw tnaterials required 
j for indigenous industries must bo sufficiently cheap as 
, ' also the necessaries of life of the mass of the popu- 
lation. Then only will high prices prove beneficial. 
Cultivators supplying their O’vn labour and produc-- 
ing their own food, receive larger incomes on ac- 
count of high prices. But those who have to em- 
ploy dear labour end buy dear food and other neces- 
saries of life, cannot be any the hotter for a higher 
level of prices. 

The country as a whole, must benefit by a ' ' 
rise in the prices of exports if there has been no 
, corresponding increase in the pncc-s of imported ' 
goods. India’s exports have thus grown consider* , 
ably ” observes, Mr. Datta, “in value in consequence 
of the rise of prices and only a pait of th’S i-* 
crease goes towards mcering the mereased cost of ■ 
herimports, Thera has also been a considcrablo in- 


crease in the volume of the imports cf inaaj classes 
of goods required for consumption aud the increase 
m the imports of map y cirsces of goods v’sto 
formerly liixui.cs b <t now resqg* 


Kited 1.3 Kscesc^ncs, ocar cloqaont toatiniony to b 
rtpdard of living wmeb is r.s, .g higher and higber 
with the rise cl pnear and the material proi-perity of 
tie ccuntry.** The true bsncfii vuU be measured 
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by the diScrenco between the prices of the exported ’ 
and imported commodities. 

Stsndord o? Lsirinsj.— -With the expsn* 
tion of ' currency and the more genera! use of 
money, the habits and tastes of people of all classoo 
arc changing. la England, wages rose to a high 
pitch owing to the war and as more money circulat- 
ed in the country, the working classes spent more 
and devoted their earnings to the consumption of 
luxuries which were formerly beyond their reach. 
-Improvement of communications and imports of 
cheap articles of everyday use from foreign countries 
into India, combined with rising prices and higher 
wages, have induced people to consume such articles, 
and this consumption is producing interesting social 
effects. Restrictions imposed by caste, religion and 
custom are becoming slack and new ways are being 
adopted in eating, dressing, furnishing houses and in 
other matters. 

The growing imports of certain articles of 
luxury and convenience are taken as an indication 
of the above change in the objects and methods of 
consumption and as an unmistakable indication of 
material prosperity of the bulk of the population* 
An increasing use of clothing and of clothes of a 
better quality, the construction of better houses, the 
consumption of wholesome food in sufficient quan- 
tity, improved water- -sup ply an d sanitation, a grow- 
ing habit of reading and a moreTlIber&l supply of the 
sources of Innocent amusement and of the general 
mraenities of life, — these will certainly bespeak a 
higher standard of lifo. A mere substitution of one 
article for another, or a mere change of social 
customs, is by no means, a sure sign of true pro- 
sperity. 
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Tho middle and the lower classes of population 
are doubtless now able to command certain comforts 
and luxuries which formerly they could not dream 
of enioying, and to that extent there are signs of 
the standard of life rising higher. More money cir- 
< culates among them than before ; but the rayats 
„have no stocks of grain, as they used to haire, there 
] is scarcity of milch cattle, and they do not seem* to 
feel better off in spite of the changes noted above. 
The following statistics of imports of certain articles 
of luxury and convemenccj are given as a proof of 
growing prosperity : — 

Imports of certain Ariieleo of Luxury and . 

Gonvenieneo. ' 

Lakhs ot Rs. 

i9oS-oS iSoS-JO jSio-ii i9u*l2 i9ie‘l3 


Suger and Wplasses ... 

10,63 

ii,i5 

X2,63 

9,96 

|3,78 

tM7 

Kcrosln OU 

3,1c 

a,Sj 

a, 37 

3,a5 

3,56 

3,85 

Cotter piece goods ... 

33, eo 

33,8c 

37,54 

41,30 

5l,80 

60,54 

Silk ,, ... 

1,85 

1,85 

3,3o 

a,i6 

«,55 

2,5* 

WooUea piece good*,,. 

3,18 

1.58 

a, 43 

c,79 

3,40 

3,o5 

Apparel and haber- 







daibtry 

1,95 

I, 9c 

0,84 

».85 

3.79 

3,06 

Bsevs and Shoes 

39 

37 

46 

55 

65 

71 .. 

Copper and YtllOvV 







tseial 

1,69 

1,69 

2,23 

1,62 


2.51 

Malehss 

75 

ti 

84 

8S 


9a 




5? 

62 

70 


rue 

£7 

ss 

ijoS 

1,0? 

l,tS 

t,3S 

Ga’vasiicd Iron ehetu 


a, *3 

2,45 

C,C3 

3,63 

£,5s 


£8,35 

58.40 

6*3, :g 

69,91 

6 ^, 74 '* 

97 5] 

Ituies I-»o 





' 


e;nlrq!,en3is,r. 







rS3l*j3 fts too) 

£6 

ft** 

9? 

J,05 

1,95 

1,41 
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20 T. Consumption and Prosperity,— The 
increased consumption of such articles may be an 
indication o£ material progress, so far as it goes. 
But there is the other side of the shield. Mr.,Ilam« 
ss}’;^ Macdonald says of the use of articles of luxury 
by the ViTorkinff classes in India as follows -"Bet® , 
ter clothes are being worn, cigarettes are beginning i 
to take the place of the hookah, alcohol is being ’ 
more widely consumed, shoes are more general, 
umbrellas arc becoming more common. The people’s 
wants — too many of them debased — are becoming 
more costly to meet. As evidences of increased, 
prosperity, I place little reliance upon such facts.] 
These things no more show prosperity than espen-] 
sive weddings or extravagant funerals.” ® 

An increase in tlie number of wants is welcome 
and a larger supply of necessaries and comforts is 
indispensable for material progress. But the addi' 
tional articles consumed must not lead to physical 
deterioration and moral debasement , and changes in 
the manner of living, dressing and so forth, must be 
conducive to healthy physical and moral develop- 
ment. Tea-drinking has already spread into the 
interior of the country and among all classes of 
people. In the Bombay Presidency "the rapid 
multiplication of places of refreshment where tea is 
sold is remarkable and the beverage is becoming 
popular with the masses," Workmen, employee 
and others, find tea to be a beverage which braces 
the nerves and gives temporary energy. It can be 
easily prepared and can be had without difficulty at 
times when it is required. 

The substitution of tea for the more wholesome 
milk as food, cannot, however, be recommended and 


* The Awskening o£ India, pages i77;7S» 
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tlic prevalence o£ the tea habit is to be deprecated 
on this ground. The place o£ an adequate quauUty 
o£ cheapj wholesome food c£ the old kind, can not 
be taken by drinks and foods c£ tlio modorn fishioa 
without detriment to the consumer. And many are . 
the martyrs to tea and coSee and, therefore, to dys; 
pepsia and other diseases. The coasumption oi 
liquor is, again, on the increase and unfortunately It 
is shown as a sign of material prosperity. The 
introduction of money economy is placing money in 
the hands of workmen who are tempted to spend a 
large portion of their earnings on liquors and other 
intosicants. In the Punjab, for instance, wearo 
I told that ''among all classes the increased means 
have not been accompanied by a proportionate deve* 
lopment of the raliodal enjoyment of leisure. The 
Jat, if his religion does not forbid him, spends more 
^ time with the bottlo and too many find in the ev* 
citement of the law courts their only rela'-ration.’ 

’ This is an illustration of the spread of the evil of 
'^drmk throughout the whole country and the efiorts 
temperance leformers have not produced any 
appreciable cScct. 

In the second chtpter of this book, en attempt 
has been made to give an idea of the Indian out* 
look on life ^ and on the material world. There we 
have referred to the clTcct of the contact ofmodtjm 
V/eslcrn civiKsation v.ith the culture and social 
crgantEution oC India. The economic, social and 
political evolution which began 150 years ngo. is 
rapidly proceeding and the pace of tho progress 
been recently quickerxd. There is a £tcady 
approjdmation to European ideals, in dress, maul,£r| 
end insUtutions, and the goal of progrc'vs is believed 
to Ik in the clothing of Indian spirit in the 
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modern civilization. The mass o£ the population in 
India has not yet experienced the full effects of the 
impact of the two civilizations, though the reaction 
of the new forces on the people in the economic, 
political and social spheres is clearly visible. Changes 
in production and distribution have been described in 
the earlier chapters and those in consumption are 
noticed in the present chapter, 

Indian cultivators and handicraftsmen have 
struck observers as people of simple habits, sober, 
contended and God-fearing. But their thriftlessness 
and extravagance in marriage ceremonies and 
funerals have attracted a good deal of attention as 
also their fondness for ornaments ; and these are 
often exaggerated.* There is extravagance of a 
sort in these matters among all classes of the 
community, and debts contracted for these purposes 
aro not regarded as something undesirable. And 
factory labourers are no less free from indebtedness 
than cultivators, as may be seen from the account 
given below. But there are a few thrifty people in 
all the strata of society and the saving h'lbit has to 
be inculcated and strengthened. Wages earned and 
saved in towns are remitted to villages to support 
families on the land. The social reform movemout 
has not yet touched the lower classes, and it is they 
among whom it must spread. We have already re- 
ferred to the indebtedness and poverty of the ray-ats;! 
and every thing which will make their lives brighter, | 
give them sufficient food, shelter and clothing and* 

* See Report o£ the Deccin Ri *s CoTiraiSa ot Mr Tatla sijs in 
his Report on Hij,h Pnses — '• The Inann cul tva'or is, as a rule, 
i thriftless -nd estr-\ Tigant mi m ’ch addicted toli^ga.ton He heks 
I that business educniian which lend. t>ic laja, to rc'-mm Lis tendenej to 
{ borrow and wh.ch enables him to ca'culats the result of expenditure 
1 whether on inipTO%ement8 or otherwise.” 

§8 
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?raise them physicallj^ morally and intellectually, 
must be attempted by those who are interested in 
the uplift o£ the nation. 

The life of the villager is of the simplest kind. 
Bread of Bajri and Jvari, or of Wheat in Northern 
India; and rice in Western and Southern India, 
accompanied by a small quantity of vegetable, forms 
the common dietary. Clothing is rough and cheap 
in the case both of men and women, and according 
to Western ideas, insufficient. The houses have 
mud walls and thatched roofs and are kept clean, 
though ideas of personal , hygeme' and general 
cleanliness are not conspicuous among the lowest 
classes. A few trinkets and holiday clothes con- 
stitute their luxlifieirThe standard of life of people 
of the highest castes among Hindus and among 
townspeople generally is higher. They arc better 
housed, clothed and fed. The labouring population 
in towns is fast changing its habits and customs, and 
this change is very slowly pen neatin g the country 
side where kerosene, coixuga^ iron sheets, glass 
and china ware, cheap lamp ware, matches, and toys 
arc being introduced into common use. 

The following summary of the information* 
collected in Bombaj' for the purpose of initiating a 
movement for redeeming the debts and generally 
improving the condition of the -factory operatives, 
will prove instructive : — 

^ “A largo number of people among mill in 
b y ho arc mostly Harathns hail from the Konbap 
Dsalricts and a small T>crcentago varviag from SO’ ta ilO 
eooio from the Dciom Disctictx Ther* ara soino from 
Korthern India s]*n TJie axirago ago of a millhaml 

* ...II - - r ■» 

HeM Rc icTapticio the Uiwo Lnbvjrii!" 

ty Mi G, K. Dc.aihfcf. 
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betroou 2ft and 32 ThongU all olasaos of people such ns 
raddk. clo’'s Sfaratba*-, Kolis, Gaulia, Miahointdans, Moelils, 
Bboile, and nro norkmg lu mills in Bombay, yot Ibo 

mtnbcr of Miiratbas preponderates In Gujarat a largo ma- 
jority of tUo miUhnnd'; t orsialb of Hindoos \riio mostly como 
from Gujarat, KfllluaT,or, and Kajputana, About 25 per 
tent are Mabomed ms , and a small percentage varying from 
.5 to Ift of the pooplo of the Depressed Olassos la soon there. 
In Sliolapur SLills a numbor of vroavors aio soon employed. 
Iho ft\cTago j.cTiod of slay of those who are now wrorking 
in Bombay v incs between 12 and 19 years and in Gujarat 
from 11 to 1C. As most of tho mill-hands do not outiroly 
depend upon (ho miJl-lobonr owing to Ihoir having somo 
lands m their villages, all of them do not bring their 
families and thus a largo numbor live sirglo and several 
such people occupy one room Besides, “bound by strong 
ties to tho ’and and to tho village ’’ they generally go to 
their native places for one month in a year } but somo go 
once fn two yonri and a few in five years , and now there 
are nearly 10 per cent of people who do not go at all j and 
thus, a small proportion of mill labour may ropresont what 
(ho Indian Factory Labour OommiEsiou of 1908 terms tho 
factory population, " “ trained from their youth to one 
particular clas^mf w'ork and dependant upon employment 
at that work for their livelihood.*' Though nearly two- 
tbirds change tbcii service owing to low pay and failure 
to obtain leave on account of sickness, tho remaining one- 
Ibird stick to ono mill. Tho peroontago of lijera^ among - 
tho nall-handB in Bombay has a very wide range The 
average in mills whore there is a small proportion of mill- 
hards practically settled in Bombay works at 15 j but 
others show a higher avorago. In Gujarat, the Broach 
mill has tho porcontago of 36 , whilorin Ahmedabad the 
percentage is 16 only j whereas in tho Bholapnr liSiirs it 
is as low as 10. Thus it scotus that oonsidering the pro- 
portion of literacy in rural areas, continued urban life givesi 
a bettor impetus to literacy Tho avorago number of 
persons in a mill hand’s family in Bombay io nc.'irly 4 and 
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the satae in GujaTat. The monthly income of the prineipa! 
Trage-camor in a Bombay mill in the spinning depaa-tmcat 
varies from Es. 10 toJEU. ^20 , the vrca^ers earn betn'eett 
Rs. 11 and Rs. 25';'\rhile the Jobbers earn from Rs. 80 to 
Rs. 75 ; and in other departments they earn from Rs.^J|^_ 
to Rs. 25. These incomes arc supplemented in many a 
case bv the incomes of other members of his familr in 
BoD.bay. Thus, roughly speaking the average income of a 
mtll-hand family in Bombav vrorks at R®: 22 and per head 
Rs. In Gujarat the arcrage per famil; is about irsT20' 
and per member Rs..5 rrom the mss? of infornia'ion about 
voges it is clo..r that the untkiiled labonrtr gets gencrall.r 
from Es. 8 to iis 12 ptr month, uhilo the skilled nrorkraim' 
earns \ery easily a much higher wage. Tho average, 
m nthly csponditure of a famEy of four persons vrorks 
roughly at Es. 18. As a inie these people live within their 
means but do not save moro than an average of Ee onager 
head when their earnings aro poor , but when tho salary 
is pretty high there is noticed a tendency to moke coin- 
pnratively largo savings , and these as a rule go into th< 
pockets oi the money-lenders in part payment of interesl 
on loans borrowed from them The habit of dnnk among 
there classes is not os wide spread as it is genorallj 
supposed, Rcarly 50 per cent of them seem to he total 
abstainers j 35 per cent drink oeea'ionrlly and tbo rest are 
herd drnri ards . so irnch so that in a few instances, women, 
who in aliro:t rll coses ore tot'-l aba'.air.crs have to <npport 
thtir lui^^hands yy Ihcir rormrgs As regerds indebtednoss 
it may rcnghly be stated that nearly 8Q per cent of the la- 
bonrirs ore inn''h'{£ 1, The r.reragc oi debt per family i*i 
about Re IStJ v hjch is made up of debts incurred in their 
native pirc'® and osc tost arc ircurred in Bombay ; ond 
t ^e rote: ci interest generally vory par cent to 

loan" tiikca from (ho village sowcara to 
per ct.tt x-hieb i« paid to the n 5 £r!»’'ir'c® in Bombay, 
i - f irud-I ds in Rombnr invarinbly have to borrow from 
itarv.nrse? n rate* of -t ’^luch if scarcely t.bfta 
75 pc? c.-ai or ore naoji per repco per month. In Gojatal 
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Trhcre tho ayetage of indobtodness is slightly low the 
ordinary rate of interest in villages is 18 to 25 per cent, 
whereas the Banians rate of interest in urban arehs is nearly 
the same as the usurious rata charged by the Marwaries in 
Bombay, The causes that lead the mill-hands to borrow 
are nearly common all over, such as, maintenance of the 
family, marriage, sickness, social ceremonies, funeral rites, 
payment of ancestral or old debts, agricultural needs, 
litigation, fee &c , but they have not so much to pay for 
securing service as others have to do Among Bombay 
mill-hands, slightly over two-thiids possess lands and 
homes of a small value in their villages In Gujarat o 
smaller number owns lands as the agricnlturiats do not 
largely go in for mill-labour. In Sholapnr Mills about 40 
per cent possess lands and houses. As would be expected 
nearly all possess silver ornaments of a small value and ' 
even a few have some cash. A small percentage of people 
have their lands mortagaged to their money-lenders ; al- 
most all of them are willing to join co-operative associa- 
tions, if formed, for the purposes of credit store, and life 
assurance. 

Chronic Indebtedness as the result of usury. 

The above generalizations apply mainly to factory 
workers both in Bombay and outside. The conditions of 
other labourers differ from those of the mill- operatives in 
some important respects. The sweepers mostly come from’ 
Gujarat and Kathiawar and a few from the Punjab. Their 
incomes are much higher than those of the unskilled' 
labourers in mills, because they make money by private' 
employment and at night some of them oven work in the 
docks. Comparatively they have a high standard of literacy 
and their habits are extremely temperate They are gener- 
ally very frugal, yet their average indebtedness is much 
higher, t. e. Rs. 250 which in some cases goes upto Bs. 
because of the conditions of service. They are indebted 
mostly to Marwadis and to their caste men and sometimes 
to Bbaiyas and Banias and have to pay interest at various 
escessive rates such as ^0 pe r cent, Jo pe r cent mid 120 
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cent per year. Whereas the Mahars, whoso areragc 
indebtedness ranges between Bs.^1 50 nnd Es, 20p,^nd is 
higher than that of the mill-hahds and lower than that of 
the sweepers, have to pay interest sometimes at IJO^pet 
cont, i e,, annas two per rnpee per month, the most common 
rate being 75 per cent. In other respects their condition 
is much the same as that of the others. From the abo\o 
analysis one thing stands out boldly and it is this. When 
an average labourer comes to Bombay, instead of bung 
able to shake o£E the burden of his previous debts, he is 
fragged deeper into the mire of indebtedness by several 
hnavoidablo causes and the result is that he is nearly killed 
Under the pressure of the very eshorbitant rates which ho 
has to pay to tho sowcars to whom ho pawns nearly all the 
jewels and ornaments he possesses. Tne money-lender is 
anxious that his prey should not slip out of his hands and 
so ho cleverly manages to keep him under his clutches as 
long as he can. There may bo some justification for charg- 
ing a slightly higher rata than the market rate but. not 
certainly so high as 75 to 120 per cent especially when tho 
people enjoy a fairly good reputation of rognlarly paying 
their monthly instalments to tho Marwadis who have given 
them good certificate in this respect and it is in very few 
cases that he has to go to Court. Some Baniai^and grain- 
dealers charge on credit acconnts of grain &c. 160 per cent 
*to tho Mahnrs and there are a few extremely needy people 
who even pay SOO per cent », e annas four per rupee per 
month, to tho Kabnli monoy-londor whoso methods of 
realization are too well-known to need their description 
here. These things make it absolutely impossible for the 
poor man to cxlntatc himself from this dreadful position 
and ho 16 completely at tho mercy of the sowcars. I have 
1 nowii au3tancct> of people who for the fear of tho sowcara 
do not even go to tneir homes for neatly eight days aft^r 
they have recon cd their pr,y. Tho nsnal practice of iht*'E 
people i-> to bring the pay to tho money-iendor vrlio creuiis 
it to ill" a- cunt which.tho borrower can scarcely undorstmu 
iaeti hs receives on ifac same account a flush loan for tho 
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espensos of the month. Thus, a new fetter is forged on 
his legs. It IS commonly known that clerer sowcars who deal 
with these needy classes generally take from them a bond 
for twice the value of the amount actually paid, the interest 
for the period being first deducted. In investigating a case 
it was brought to my knowledge that the usual practice of 
a moneydonding firm that gave financial accommodation to 
the poor tram* conductors and such other servants was to 
take a bond of Rs. 50 for a loan of Rs.^p Jto bo returned in 
three months, and deducting interest at 75 per cent, 
stamps, and writing charges the borrower would actually 
receive R=. ^0 for which a bond for Rs 50Jiad to bo passed. 
It is here that the special aid of co-operation is sought and 
the details of some of the eidskng Debt Redemption Socie- 
ties given below will show that co-operation can really 
bring them partial though not perfect relief 

208. Summary. — When value is expressed in 
terms of money, it is called price. Prices of commo- 
dities will rise or fall if people are prepared to pay 
more or may pay less for them. The law of demand 
and supply operates here and prices are determined by 
the quantity of supply on the one side and the inten- 
sity of demand, on the other. Values being express- 
ed in money, the supply of the media of exchange, 
exerts very great influence on the course of prices. A 
rise of prices is the same thing as depreciation of 
money and a fall means the enhancement of the pur- 
chasing power of money. -Jli e fluctuations o fjprices 
arejhown by index numbers. 

Prices may rise under a monopoly and will be 
lowered under the influence of competition. When 
the supply of certain kinds of commodities runs short, 
e. g. the supply of food grains in times of famine, 
prices go up, that is a certain unit of money purchases 
smaller quantities or a larger amount of money must 
be paid to buy the same quantity of goods. DiiFerent 
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causes, operating either on the demand or the supply, 
will raise and lower prices.** But when the general 
level of prices is affected in either direction, we ha\e 
to turn to the quantity of money in circulation for an 
explanation. 

This quantity theor}’” of money satisfactorily ac- 
counts for changes in price levels. Prices were low 
in old times, because the quantity of money in circu- 
lation was small and the commodities commonly con- 
sumed were plentiful. Only those articles were dear/ 
of which the supply was limited. During the last few 
years, prices have gone up all the world over, and 
. tliis depreciation of mone}*^ is set down to the increas* 
' ed production of gold and the consequent expansion 
of currency and credit. India has now been brought 
into intimate contact with the markets of the outadc 
world and the general rise of prices has extended to 
this country. 

The rise of prices in India, which began about 
the year 1904, could have been caused either 
by an inadequate supply of commodities or by an 
increase in the quantity of the money in circula- 
tion. Mr. K, L. Datta who made an inquiry into 
this question for Government, concluded that the 
supply of food grams m India having failed to keep 
^ pace with the growth of population, their prices roscj 
and in tue case of tne other commodities he attribut- 
ed the rise to a variety of causes some peculiar to 
India and the others oporatmu: throughout the world* 
Those who expressed the view of Goveninient, dcchu- 


c 1 to bo'ievc that tiic quantity of rupees issued from 
Indnn mints hid anything to do with the rise of 
pr'cc"; which they attr bated to other causes, such as> 
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system held that the general rise qf the level of prices 
was brought about bj’' the enormous circulation of the 
token coins which exceeded the demand. 

The social and economic evolution which is go- 
ing on in the country, has resulted in a steady change 
in the |[methods of consumption. Food stufiEs have 
become dearer within the last few years, and though 
the railways enable the transport of food grains 
from one part of the country to another m times of, 
scarcit}'' and even in normal times, the total quantit}’’ 
of the stuffs has not increased in proportion to the 
population. Tea has indeed become a common* 
thing, and among the higher classes, other articles of 
food are being used as substitutes or additions. 
Among them, there is a tendency to adopt western 
methods in the matter of dress, housing and furniture 
and a demand for these articles has led to an in- 
crease of the imports of the commodities calculated 
to satisfy the new wants. The imports of cheap 
foreign articles has stimulated their consumption 
on an increasing scale. 

In towns enjoying facilities of railway com- 
munication changes in this direction are well mark- 
ed and they are slowly penetrating even the country- 
side. Operatives working in factories require more 
clothing and a larger variety of it and they spend 
their earnings on other things which were luxuries 
before or which they could not have thought of using 
on account of their outlandish character. Consump- 
tion of liquor is unfortunately spreading fast 
among the lower classes, and on the whole, it ap- 
pears that higher wages ^have not led to any physi- 
cal and moral improvement in these people. 

The westernising tendency is proceeding rapidly 
in the country though the bulk of the population 
59 
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living in villages, is yet unaffected by it. The stan- 
dard o£ living is rising among classes of workers 
i^whose wages have increased ; but the rude plenty 
^ which characterised agricultural and urban life in 
(the past is no longer to be seen. Spread of educa- 
ition, the adoption of western ways of life, and the 
I establishment of the modern system of administra* ' 
^tion and law are tending to improved sanitation 
and an increasing enjoyment of material comforts. 
Certain evils which western civilization and modern 
industrial organization have, however, brought in 
their train, have to be combated as they arise.' In- 
debtedness is a chronic complaint from which the 
working classes suffer most, and though on the 
whole, they are simple and sober, there arc certain 
directions in which much avoidable waste is going 
on ; and this waste has got to be prevented. The 
Indian working man does not compare unfavourably 
with the operative in other countries except that his 
earnings and standard of living are much lower. 



— : o : — 

{N»B — The figures refer to pages . ) 


Agricjjltiiral Labotir,-— G5 ; Dr 
Voeickcr on Indian — 66. 
Agncultnral Capital, tho Form 
it takes and the Amount 
posBCESed by a Bnyat, 87 
Agricultural Banlfi, 317 ; Banks 
controvorey, 346. 
Agricultural Loans Act, 1S5, 
335. 

Ansaui, system of indentured 
labour, 397. 

Banking, statistics concerning 
Indian — 103-104 ; — ^facilities 
inadcqnato to meet tho rc> 
quiremonts of economic pro- 
gress, 105, Indigenous, 297 ; 
Presidency Banks, 300-306 , 
Exchange Banks, 306-309 , 
Joint-stock Banks, 309-311 , 
Bank failures, 311-315, Agri- 
cultural and Industrial Banks, 
315-17 , Savings Banks, 321, 
State Bank, 322 ; Bank Bate, 
317} co-operative— , 338, Land 
Banks, 346 
Bhagvradgito, 36 
Birthrate, High— going band m 
hand with a high death rate, 160. 
Bose Pramathanatb, On the con- 
stitution of tho Indian mind, 31* 
Briggs John, quoted, 373. 
Capital, Indigenous — ^not scanty i 
but shy, 96 ; foreign — its 
amount and advantages and 
disadvantages, incident to its 
employment, 100-101, India’s 
position as regards the four 
^laSlOB of, 103-103 , remune* 


lation of, 363 

Casto, Economic aspectof, 122; 
Caste and crafts, 124 , castes 
and labour orgunisntious, 409. 

Chamberlain, Ausion, 427 , 
Joseph, 22 1 , Commission, 255. 

Civili .ationin India, 24-25, im- 
pact with western, 456 

Commercial policy, Evolution 
of — 197-200 , Mercantilism, 
197, Laisscs Fatrc, 198 . Pro- 
tectionist Reaction, 199, repre- 
sentative Indian opinion on 
tho proper, for India, 208-14* 

Communication means of, 186 , 
— development of, as a cause 
of high prices, 447 

Consumption, changes in me- 
thods of, 453, and prosperity, 
4 d5» 

Coomarswami, Plea for tho 
preservation of home indus- 
try, 121 

Co operation, Pnnciplo of 329 ; 
Problem in India, 333 ; His- 
toiy of, in India, 335-343 , 
Maclagon Gommitteo’a Report 
on, 350-357 

Council bills, 282 , drawings of 
287 , rate of drafts, 289. 

Criminal tribes, 89 

Currency, old system, 234-235 , 
bimetallism, 237, Committees, 
240, Chamberlain Commission, 
253 , Paper, 253 , Issue of 
paper money 257 , Reserve, 
259, Circulation of Paper cur- 
rency, 262, 



ii Index. 


Customa Duliea, the place of — 
in revenue arrangements, 
217 , 42G 

Dadftbhai Naoroji, on free trade, 
—,208. 

Datta K. L , Explanation of the 
increased number of agricul- 
turists, 46 , on causes of rise 
of prices, 447-48, on condition 
of agriculturists, 452 on 
Trages, 400. 

Depressed clssses, 78 
Dntt E C , on foreign capital 
101,— on Indian imports, 170 
Economic Condition, Factors 
affecting India’s — , 3 I 

Economics and Ethics, 17. 
Exchange, theory of, 174 , — ^ 
mechanism of, 268 ; Bate of, 
270 , Indian, 273. 

Exoise, 428 

Factory, Acts, 406 ; Life, 403. 
Factoiy system. Economic and 
Social changes brought about 
by—, 112. 

Famines, Character of Indian — 
149 ; remedy suggested by 
the Commission of 1880, to 
prevent them, 149. 

Finance, local—, 433 Provin- 
cial — ^ 432, railway, 423. 

Fiscal Butonony, Necessity of 

for India, 219-220 

Food gruins, supply of, 146 , 
prices o£, 460. 

Foreign Trade, Ertums for 

1913-14, 179 ; jiot tho most 
beneficial to India, 195. 

Fragmicntation of Land, F.vil 
of—, 128. 

124, and 

casfe«, 126. 

Cobbale, on,th6 right commer- 
mt policy for India, 213-214 j 


On indentured labour, 396 ; 
on India’s public debt, 438, 
Gold, absorption 'of— ,182, 
Findlay Shirras on tbo un- 
productive use of — , 183, 
standard, and gold exchange 
standard, 24G ; mint, 149 , 
standard Reserve, 251 ; 
Chamberlain Commission on 
gold mint, 253. 
noarding, 96 

Imperial Preference, Govern- 
ment of India’s opinion re- 
garding — 221 ; aims and 
objects and the system of—, 
223 ; Conditions precedent to 

j tho adoption of — , 226-227 ; 
Prof Nicholson on— ,229 , 
— not'attractivo to Indie as 
a business proposition, 230. 

Imports, Increased— of msnu* 
facturod articles, 181 i of 
articles of luxury, 464. 

Income tax, 429. 

Indebtedness of tbo Rayat 89; 
of mill bands, 461 . 

Indians, outlook of— on' life, 
29-31. 

Indian Economics, Connotation 
of the term, 2. 

Industrial Enterprise, Tendency 
to become hereditary. 117. 

Indnstrial Evolution, Course of 
— described, 107-05. 

Industrial Organization, of the 
old type m India, lOO-lll. 

Indnstrial Futuro of India. 
132-135. 

Industrial Revolution, Effects 
of— on India, 176. 

Industries, Small ci.Large, l20. 

Interest, 360 ? usurious, 367- 

Jobber, 404, 407. 


IMDEX. iii 


Joist Slock Concerns, Place of 
~m modern Industry, 112-13, 
Banks, 309-311. 

Joint Stock Entci prise, in 

India, 115. 

Eetkar, on tbo passivity of 
Indian character, 31. 

Josbi 6, V, on mineral wealth 
of India, 42 , on expansion of 
India 8 import trade, 176 
Labour, Bole of— in Economics, 
56-57 Inefficiency of Indian 
— , 58, potentialities of 
Indian—, 58-59 , distribution 
among various occupations, 
61-64 , lack of technical 
training, 69, untapped sources 
of — , 77-80 , wastage of — , 
81 , Shortage of — only ap* 
parent 82-83 , Pioblein, 392- 
94, Contract, 375, Indentured 
396-98, Organizations, 406-10 
Land, Importance of — as a fac> 
tor of production, 43 , Clissi- 
5 cation of — 13 , Area under 
important crops, 45 . Causes 
of pressure on — , 47 , Con- 
flicting vieivB regarding the 
deterioration in fertility of — , 
49 , fragmentation of — ,10s , 
Banks, 346 , Propnetorship 
of, 374 ,* Tenures, 373 , Bom- 
bay, 386, Kevenne Settle- 
ment, permanent, 421 
Luxury, imports of articles of, 
454 , use of articles of, 453 
Macdonald, J, Bamsny, on 
Indian labourers, 406 , on 
jobbers, 407 , on the work- 
man’s standard of living, 
455. 

Maclagan Comimttee’s report, 
350. 


Malthusian Doctrine, 139 ; not 
operative in India, 154. 
Manufactures, Gradual exten- 
tion of Indian — 171. 

Maritime Activity, India’s — ^in 
ancient time, 168. 

Minerals, Progress in the Pro- 
duction of — , 51 , necessity 
of conserving — , 52. 

Money, economy, 164- 65, Quan- 
tity theory of, 466 
Permanent settlement, 421. 
Population, Bate of the increase 
of — in India, 141 , Density 
of — , 142 , pressure of— on 
the means of subsistence, 

144, food-supply being out- 
stripped by the increase of—, 

145 , distribution of, among 
occupations, 61-64. 

Poverty, Problem of— in ladia, 
39-40 

Preference, Imperial, 221. 

Pnees, causes of rise, 447,— and 
prosperity, 452 end cur- 
rency, 449 

Profit, 363 , agricultural, 364, 
industrial, 365 

Protection vs,, Free trade, 203- 
225 ; Indian view about, 208; 
Protection by itself 
cannot renovate industries, 
217. 

Public Debt of India,— 485. 

Bailways, The Economic effects 
of the oonstmotion of — , 185 
and 194 , Finance, 423, State 
management of, 424. 

Banade, on Indian Economics, 

5 ; on evils of alaissez fairc 
policy,— 208 , on funotions of 
the State, 219 , on old our 



u 


INDSX. 


rency syteiti' — , 234, on re- 
demption of rent, 388 , on 
nirah70tion of India, 220. 
Itayat, condition of, 77-78 , ra- 
yatwan system, 376. 

Bcligion and progress, 25, — 
test of, — 37 

BeserTe, paper currency, 259 j 
gold standard, 251 treasury 
system, 319 

Bent, 369, Bedomption of, 388. 
Salt duty, 428. 

Shipping, Gradual extinction | 
of indigenous 189 . — statistics ■ 
of carrying trad© done by 
foreign — , 191 , toll levied by 
foreign — , 192 

Spiritualism, — 35 , spiritual and 
material — t 27 

Standard, gold — 246 , of living, 
453. 

State, Landlordism, 372 , duties 
of, 219 , railnays, 424 , not 
a parasite, 414 

Tagore, Sir Babindranatb, on 
East and West, 28-29 
Taxation, what is a tax’ 414 , 
land tax in India, 416 ; bur- 
den of taxation m India, 407, 


Reform of 432, Provincial, 
433 , local, 433 , —control of, 
432. 

Tenancy, Acts—, 383-86. 

Trade, Figures for Seaborne—, 
179 ; inland—, its character 
and value, 188 , balance of 
India's, 277. 

Training, traditional, 69 tech- 
nical, 71. 

Usury, 361 and 461 ? suppression 
of, 365. 

Village Organirction, 67-68 , - 
village and labourers, 457-58 

Wealth, Natural— of India, 
40-42 , production of— 39 , 
distnbution of,— 362 , and 
welfare, 15 

Wacha D. E. on free trade and 
protection, 209 ;on railway 
Bnance, 423 , on land banks, 
346 

Wattal, Conclusions based ly, 
on the Census Report,— 53- 

Wages, Bibo in and cai’ses of 
rise of, 400-403 

Wilson, Sir G. F. on Batlwoy 
finance, 424 ; on currency and 
prices, 44s on protection, 226 



Indian Administration 

( Third Editlon» Revised, and Enlarged. ) 

BY 

Vaman Govind Kale, m. a. 

Professor of History and Political Economy* 
FERQUSSON COLLEGE, POONA. 


Demi 8 vo. pp. 380. 

This book, which has been highly spoken Of by the 
Press, presents a living picture of the machinery of 
Indian administration and is full of historical, theoreti- 
cal, practical and statistical information. As such, it will 
prove instructive to the general reader ^ho takes any 
interest in the afiairs of his country and is invaluable to 
students preparing for the Intermediate Examinition 

of the Bombay University as it covets the tehole st/llahus 
prescribed on the subject of Indian Administration for the 
now Arts course. 

The demand for copies has already been very heavy 
and it is necessary for every one to make sure of a copy 
for himself. 

IPricc i— R q. S- JPostag© ^ extra. 


For copies, apply to 

The Hrya-BhushSiii PTfesc, 

peawa ©iiy. 



^fess O|»tnion$. 


-Jhtoieaiea"eettO)J>- 


“ It IS sure to be widely appicciatcd. \^ntten ns it, is hj one of the 
ablest Indian educationists ot the Deccnn Considcnng the mats oi useful 
matter it contains, the price is decidedly low 

—The Modern Rcrlc'v, ' 


" It would be useful ac ^ hand-book to am student of the rohMeal 
history of India 


—The Hindu. 


“ And it will, therefore, be found ex^cecdingly useful, being a capital 
introductory text-book to the stud}’ of an impoitant subject 

—The Hindustan Review. 


“ Prof. Kale is never dull, neiUier makes statements without authority 
and verification 


— United India and Native States 


“ On the whole the book may confidently be recommended to every 
educated Indian, who is in any manner intetesled in the advancement of 
bis country 

—The Indian Review 

" hy Prof. V. G Kale, who has already made a name for 

himself by his economic and other writings which arc mvanably clnmc- 
tcrised by their breadth of view and sobriety of judgment, no less than by 
their skilful marshalling of facts and figures and clear and elegant stjlc ot 
exposition. The volume before us also exhibits these qualities in a maikeJ 
degree”. 

—The Maharatta 

*' Prof. Kale attempts with success to weigh all the views on the 
subjects, whether Indian or British, and thereby to present to the beginner 
I *^*'’*^*^^ either opinion And what is more imporlani, he 

leads the reader on to his own conclusions on most of the important subje-'s 
fay clear and convincing arguments, ” 

—Commonweal. 

“ Prof. Kale is well-known as a facile and well-informed writa? on 
economic and OwV questions who has the happy knack of expressing his 
vntws m a simple but attractive style and in a dispassionate spirit, aiid wc 
nave no nesimtton m saying that the library of every educated Indian, 
wmpibtion *^°'*^*^ make room for this interesting and informing 

—The GnjMfttl* 

. The madilncy of Indian government and administration is de*- 
criMd in this book in a manner which should appeal to the ordinary 
ntciiigeat Indian citizen. ” * 


„ , j not by any mea ..5 dangerous, acqn nmnee w«'. 

lot’s *3tpe«ence wvh the capac,* 
ties Cl tbtttuueat mnd, he is emiccnUy fitted for the taai. . ...We baveco 
recommending this book to young India and the mo'e cJc.*’ 
t*S Cl our people can read it with equal imerts; ” 

— IhB^enUh ol Init*. 



GOKHALF. AND ECONOMIC PPORMS 


BY 

Prof. V. Q. K3LE, m. a., 

Foigusson College, Poona 

The admirable work which the late Mr. Gokhale 
did in the Viceregal Council in connection with Finan- 
cial and Economic Reform, has been described in this 
book in an extremely instructive and interesting way. 
Ml, Gokhale fought persistently for retrechment and 
economy in public expenditure and urged Government in 
the eloquent and forceful manner, peculiar to him, to 
adopt measures calculated to promote the economic well- 
being of the people. Prof. Kale’s book beautifully brings 
out the principles of the measures Mr. Gokhale advocat- 
ed, and in doings so, practically takes a thirty years’ 
review of the financial and economic development of 
India Every one who wants to understand the finan- 
cial system of India and to know the directions in which 
effoits should be made to improve it, will find a 'uBeful 
guide in Prof. Kale’s book. 

Price Rs. a. V, P P 2-4-0. 

Can be had of — 

The Aryafahushan Press, Poona City. 

Xhe Bombay Vaibhav Press? 

Sandhurst Road, Girgaum, Bombay 4. 



OPINIONS Of THE PRESS. 

* >■ 

“ Those who have lead Professor Kale’s 'Wrihiig!, 
know what to expect from him lie wiites after careful 
study and with insight and knowledge. He touches on 
almost every topic that the late Mr Gokhale had made 
his own, and if at times, he is a bit warm, it only shows 
how much he has entered into the spirit that animated Mr, 
Gokhale m his speeches This is truly a "vade mecitm of 
the late Mr. Gokhale’s views and ought to bo on the table 
of every one m India who wants to know the Indian side 
to public finance questions in this country 

V 

— ^Thc Mysore Economic Journsl. 

" We have no hesitation in saying that it will meet 
with a favourable reception at the hands of the public ”, 

—The Wcalfh of India. 

“ Prof. V, G. Kale of Feigusson College, Poona, is 
well-known for his writings on Indian finance and eco* 
nomics In fact, on this side of India, he is the only 
authority in these subjects next to the Hon’bto Mr, 
Wacha , . We feel that the book ought to bo in the 

hands of every educated Indian or Publicht who care'' 
to follow the economic and financial development oi 
India. , . . ” 

, — ^Thc Gujirati. 

'* Mr Kale has been quite <!ucco‘>sful in presenting 
the ideas of the great leader m a conciao form. The 
little book is illuminating and interesting. ” 

. —The Modern Review. 

“ The small volume under notice makes altogerhci 
".very i»s*rncrivo, and ar the ^ame time intorcstim; 
reading.’* 


•The Hahfsfto. 




